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HE month of August has been marked by a sad lack of any progress in constructive 
policies. In all directions there is only disagreement, bickering and mutual recrimi- 
nation. The railway problem, the peace treaty and League of Nations, the financing 

of foreign trade, progress toward normal peace, efficiency in industry, constructive legisla- 
tion—all are at a standstill. 

Under such conditions a reactionary tone would naturally be expected in the markets. 
The war—even yet not technically ended—has left difficult problems behind it, which 
need statesmanlike and practical handling, not dilatory and drifting tactics. And when 
to this unsatisfactory situation, widespread strikes and a very plausible though inherently 
fallacious plan for turning the railroads over to their employees were added, a sharp 
decline in an over-bought stock market could certainly occasion no surprise. 
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‘ “VERY one, of course, wants wage earners to have a chance 

Are Higher Wages to fight their battle against the H. C. of L. on even terms, 

W arranted ? or better if possible. But changes in both prices and wages 

have been so wide and so irregular that very few persons have 

any definite idea as to which has risen the most, or whether the two have advanced together. 
Figures are, however, available which shed a good deal of light on this question. 
Average advances from the beginning of July, 1914, to July, 1919, were as follows: 


Bradstreet’s average of 96 commodities 

U. S. Bureau of Labor weighted general index 

Dun’s weighted commodity index 

Retail prices of food in the U. S 

Average yearly wages of railroad employees 

Average weekly earnings of New York State factory employees 


*For May—undoubtedly higher now. 

On the face of the returns, while railway wages have advanced a little more than 
the earnings of New York State factory workers, nevertheless wages in general have not 
risen as much as prices. In this case, however, as always in dealing with statistics, it is 
necessary to examine the figures to see what they really signify before arriving at a 
conclusion. 

The Bradstreet average is not properly an index of the cost of living. It is based 
on wholesale prices, and includes many articles which only very indirectly affect the cost 
of living. The U. S. Labor index is scientifically compiled and weighted, but represents 
general prices rather than the cost of living. The Dun index probably measures fairly 
well the commodity prices which enter into the cost of living, although the method of 
weighting employed is kept secret. Food prices alone are evidently inadequate, since food 
is only a part of the expenses of the average family. 
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The great defect of all these indices is that rent is not included, and rent is an 
important part of family expenses, amounting in many cases to 30 per cent. Rents have 
risen since 1914, but on the average they have not increased more than half as much as 
other prices. 

If we assume that average rents have risen 50 per cent, that rent is one-quarter of 
the average family budget, and that other prices included in the cost of living have risen 
95 per cent., we find the average gain in the total cost of living to be 82 per cent., or 
slightly less than the advance in railroad wages. 
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HE plain fact is that demands by railroad men and factory 

Labor Wants T workers for higher wages are due, not to any greater 

More increase in the cost of living than in wages, but to the desire 

of employees to live better. Silk stockings, pianos, high-priced 

phonographs and automobiles are now a recognized part of the “American standard of 
living’ in the minds of many employees. 

Every one must sympathize with this desire for a higher standard of living. It is 
as old as civilization and is the mainspring of human activities. But it is unfortunately 
the fact that the only way humanity as a whole can live better is to produce more. The 
savage, whose industrial organization consists merely in the collection of food, cannot get 
more food unless he exerts himself more in collecting it. He cannot have a better or safer 
place to sleep, or more skins for warmth, unless he works harder to get them. And all 
the complications of modern industry have not changed this fundamental condition. To 
get more, we must work more. 

When labor demands a greater increase in wages than the increase in the average 
cost of living, as it is now doing in many cases, the only possible result is a further increase 
in the cost of living which will restore the balance. We have been chasing each other 
around in this circle since 1914. 

The question may be asked, why then has it been possible, during a period of years, 
to raise the average standard of living? The answer is, because of greater efficiency in 
production, which has come about through better organization and the increased use of 
machinery. This tendency will continue, but it is necessarily a slow process. Labor is 
quite naturally too impatient to wait for it. All of us “‘want what we want when we 
want it."”. But the disorganization of industry and the effort to standardize wages regard- 
less of the quantity of production have exactly the opposite of the effect desired, because 
they reduce total production. 

* 8 *& 


HE twelve -basic demands formulated by the unions in the 

Demands of steel industry must be viewed in the light of the above 

Steel W orkers principles. With nine of these demands the general public 

will undoubtedly sympathize or remain neutral, such as the 

right of collective bargaining, one day’s rest in seven, etc. The demand for the “check 

off system of collecting union dues and assessments’’ will be viewed coldly. Since the 

unions are primarily organized in order to bargain effectively with the employer, why 
should the employer be expected to collect the union’s dues for it? 

The remaining two demands strike at the very basis of efficient production, and are 
thus injurious to employers, employees and the public alike. They are: 

“Principles of seniority to apply in maintaining, reducing and increasing working 
forces. 

“Abolition of physical examination of applicants for employment.” 

In other words, the efficient employee is to have no advantage over the inefficient, 
and no inducement to increase his output. The companies will be warranted in resisting 
these demands to the last ditch. 

While the steel unions have voted to strike unless their demands are granted, labor 
in the industry is not fully organized. The U. S. Steel Corporation, especially, has suc- 
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ceeded in maintaining the open shop, and only a fraction of its employees have been 
unionized. Nevertheless a general strike in the industry would be of serious import, and 
it is hoped that a compromise may be reached without the sacrifice by employers of the 
main elements upon which efficiency must always rest. 

* 8 # 


: THE drop in our excess of exports over imports from $625,- 

Great Fall in 000,000 in June to $225,000,000 in July is a plain re- 

Trade Balance sult of the conditions that have several times been outlined in 

this department. There were, however, special reasons for 

the sensational character of the figures. Our exports in July were seriously hampered by 

strikes, while imports were swollen by the fact that shipping is now becoming available to 

bring to this country merchandise which has been piled up in foreign ports waiting for trans- 
portation. 

The August figures should show a larger balance in our favor. Nevertheless the 
general tendency must continue toward smaller exports and larger imports. Att recent 
low foreign exchange quotations, England would be compelled to pay the equivalent of 
$1.18 for goods worth only a dollar on this side, while France and Italy would have to 
pay still higher rates. On the other hand, goods worth 85 cents in England would be 
worth a dollar here. The effect on our foreign trade is obvious and unavoidable. 

It must not be overlooked that the foreign exchange factor affects sales of securities 
as well as of goods. A bond which sells in England at the normal equivalent in English 
money of $1,000, is worth, at the current rate of exchange as this is written, about $1,150 
in New York. English investors still hold a considerable quantity of American stocks 
and bonds and there is now a strong inducement for them to sell these securities here. 
Selling of this character has been going on, but no figures are available to show just how 
much. It is undoutbedly one element in the slow downward drift of the bond market 
and has perhaps affected stocks also. 

Europe realizes that the effort to “‘stabilize” foreign exchange would be an attempt 
to make water run uphill. Before the war we owed foreigners about $500,000,000 a year 
to cover interest on American securities owned abroad, transportation charges on freight 
and passengers carried on foreign-owned vessels, etc. Now the situation is reversed. 
Foreigners owe us about $500,000,000 a year. This means that eventually our imports 
must exceed our exports, or else there must be a steady flow of American capital into 
foreign enterprises. 

* 8 ® 
HERE are only two real answers to the railroad problem— 
The Market higher rates or a Government subsidy. The rise in the 
Prospect cost of transportation has been much greater than the moderate 
increases in rates which have been permitted, and efficiency 
of operation cannot be increased enough to make up the difference. 

The average price of railroad stocks is now back to about the low of 1917. At 
such prices it would be absurd for investors to sacrifice them. The business of the coun- 
try cannot be handled without the railroads and the railroads cannot exist unless permitted 
to earn a living. The country as a whole realizes this, and a solution of the question fair 
to investors is a plain necessity. In one way or another, it must be arrived at. 

There is a big demand for building materials, in spite of strikes, an active demand 
for light steel products, a good demand for copper. Railroad steel is dull, but the needs 
of the roads are great. While general trade activity has suffered slightly from labor 
and railroad uncertainties, the outlook is for a continuance of good business. 

The sharp decline in industrial stocks appears to have been sufficient to discount the 
unfavorable developments which have occurred. The technical condition of the market 
has been considerably strengthened and Stock Exchange loans have been reduced prob- 
ably 20 per cent. or more. Unless further serious adverse conditions arise, industrials in 
general should be entitled to a considerable rally. Whether such an advance would 
amount to a resumption of the bull market must depend upon the outworking of events. 


Tuesday, August 26, 1919. 





Need of a Federal Foreign Bank 


Design and Scope of Bill Providing for Institution—Its Re- 
lation to Edge Bill—How It Would Affect Living Cost 


By U. S. SENATOR ROBERT L. OWEN 


EDITOR’S NOTE.—Senator Owen explains in this article the purpose of his bill and 
its relation to the Edge bill. The subject is of the greatest importance and more energetic 


action in some direction is certainl 


needed. Senator Owen is the author of several book- 


lets, “The Federal Reserve Act,” “Foreign Exchange,” etc. 


a bill providing for a Federal Re- 
serve Foreign Bank, and explained 
the matter on the floor of the Senate. 

It was intended by this bill to establish 
a bank controlled by the Government of 
the United States that would function as 
does the Bank of. England, and as does the 
Bank of France, and which would be the 
servant of the banks 
of the United States 
and of the commerce 
and industries of the 
United States in 
matters of interna- 
tional finance. 

It was the purpose 
of this bill to provide 
reliable disinterested 
information with re- 
gard to credit 
throughout the 
world, to furnish 
the banks a market 
in which they could 
sell their foreign 
bills and from which 
they could buy 
foreign bills when 
they had surplus 
funds. 

The bill has met 
with the very warm 
and cordial approval 
of those engaged in 
exports and = im- 
ports. It ought to 
be passed, because American commerce and 
American industry need the services of an 
international bank which would keep in 
mind the parity of the American dollar and 
the stabilization of international exchange, 
which no private bank should be expected 
to do, as this is not the business of a private 
bank, but ought to be the business of an 
international public bank. 

The Edge bill provides for giving a 


O* FEBRUARY 20, 1918, I introduced 
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Federal charter to corporations to engage 
in international or foreign banking under 
the supervision of the Federal Reserve 
Board. This bill would be useful because 
it would permit available funds in the 
United States to flow in this field and would 
establish an institution large enough and 
independent enough with the backing and 
good offices of the Government of the 
United States to af- 
ford an important 
medium through 
which European 
credit could be 
placed with the 
American investing 
public. 


Europe’s Vital Need 


Europe greatly 
needs machinery and 
raw materials to en- 
able her people to be 
quickly restored to 
pre-war _ produc- 
tion capacity. Eu- 
rope cannot pay for 
these commodities 
with gold because 
the gold which 
Europe has is now 
anything like suffic- 
ient to properly sus- 
tain the paper money 
of Europe. The 
commodities which 
Europe is shipping 
to America do not equal the commodities 
required by Europe from America by 
hundreds of millions of dollars, and the 
only way in which Europe can pay for the 
surplus commodities required from America 
is from credit which eventually must be 
re-paid with commodities. This credit can 
only be furnished in sufficient quantities by 
the American investing public. 

The banks are almost surfeited by 
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European bills and acceptances, and as a 
consequence British, French, Italian, Bel- 
gian, and other European exchanges, are 
depreciating to a point which makes it in- 
jurious in a high degree to European pur- 
chasers to buy from American merchants 
m such exchange basis. Moreover, it will 
compel those who buy from American 
merchants to demand concessions in com- 
modity prices to offset in some degree the 
adverse exchange, so that adverse ex- 
change injuriously affects American ex- 
porters as well as European buyers. 

This is a National matter. It affects the 
prices of all American commodities which 
flow to Europe. There is needed the estab- 
lishment of a gigantic international bank 
backed by the Government of the United 
States to put on a drive by which to sell 
European securities to the American in- 
vesting public, and which would be strong 
enough to withold credits for shipment to 
Europe of mere luxuries. The credits ex- 
tended to Europe should be for things 
vitally necessary, such as machinery, food 
stuffs, textile materials, metals, etc. 

Prompt Action Essential 
It is said that what is everybody’s busi- 
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ness is nobody’s business. It is my opinion 
that it is the duty of the President of the 
United States to act in this matter; that 
it is the duty of the Secretary of the 
Treasury to act in this matter; that it is 
the duty of the Federal Reserve Board, and 
of the Committees on Banking and Cur- 
rency of the Senate and the House of 
Representatives to take immediate action. 

This matter will vitally affect the high 
cost of living. The sooner the producing 
capacity of Europe is restored the sooner 
the things which men need will be made 
cheaper and more abundant. What the 
world needs is production and economical, 
honest distribution. 

The production in America is very large, 
but distribution is being conducted unfairly, 
unjustly and dangerously to the peace of 
this country. 

We need to come back in our social and 
business life to the recognition of the rights 
of other men, and not permit commercial 
greed to go unrestrained. 

We need to put on a thrift campaign as 
well as to stabilize and increase production. 
and make more efficient and just our pro- 
cesses of distribution. 





Railroad “Exploitation” 


Plumb’s Attack on Financial Management—Statistics Show Operat- 
ing Income Has Increased Since 1900 Only About 100 Per Cent, 
Traffic Handled Over 160 Per Cent, and Wages 391 Per Cent 


By SAMUEL O. DUNN 
Editor of Railway Age; Author of Government Ownership of Railways, et cetera. 


OR some years it has been the practice 
of the “Big Four” railroad brother- 
hoods, in asking advances in tne 

wages of their members, to make wholesale 
attacks upon the financial management of 
the railroads. Their leaders have attempted 
to show that certain bankers and other 
financial interests of Wall Street control 
the companies and that they have watered 
their capitalization and used other kinds of 
manipulation to get from them excessive 
profits. The financiers—so run the charges 
made—have got part of their excessive 
profits by charging the public freight and 
passenger rates high enough to earn a re- 
turn on watered capitalization, and part of 
them by keeping the wages unduly low. 
These attacks of the brotherhoods upon 
the financial management of the railroads 
recently have been renewed in a sensational 


way. The “Big Four” have started two 
new movements in which they claim to have 
the support of most other railroad employes. 
One is a movement for more advances in 
wages. The director general of railroads 
has estimated that if relatively as large 
advances in wages should be given to all 
railroad employes as are now being asked 
by certain large classes of employes, the 
total advance granted—in addition to those 
already made under Government control— 
would amount to $800,000,000 a year. 

The other movement which has been 
started by the brotherhoods is one for the 
adoption of the so-called “Plumb Plan,” 
under which the Government would buy 
the railroads and turn them over to the 
management of a board of directors, one- 
third of whose members would be appointed 
by the President of the United States, one- 
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third by the “official employes” and one- 
third by the “classified employes.” The 
spokesmen of the brotherhoods are again 
using the alleged huge profits of the owners 
of the railroads as a ground for attacking 
private management. Apparently, they hope 
to thus further both of their new move- 
ments. 

Glenn E. Plumb, the general counsel 

of the railroad brotherhoods, is the author 
of the so-called “Plumb Plan.” He made 
the principal argument for it before the 
House Committee on Interstate Commerce. 
Toward the close of his presentation he 
launched an indiscriminate attack against 
the past financial management of the rail- 
road companies. He alleged that the com- 
panies, before Gov- 
ernment operation 
was adopted, had let 
their properties run 
down, that they had 
given huge stock 
bonuses to their 
stockholders, that 
they had _ inflated 
their property in- 
vestment accounts, 
and that by these 
and sundry other 
means the railroad 
owners had reaped 
enormous profits. 
He demanded an in- 
vestigation of his 
charges by a Con- 
gressional commit- 
tee. 

The whole 
“Plumb Plan” is 
predicated upon the 
proposition that 
property, and espe- 
cially railroad prop- 
erty, should not be 
owned and managed for private profit, but 
should be owned by the Government and 
managed by the employes. The Govern- 
ment should guarantee the operating ex- 
penses and interest. If any surplus over 
interest is earned this should be divided 
between the Government and the employes. 
This system, it is contended, would pre- 
vent the public on the one side and the 
employes on the other from being exploited 
to enrich private individuals. 


The Record Since 1900 


It would require a very great deal of 
time and work to review the financial trans- 
actions of all the railroad companies for 
20 or 30 years and show as to each of them 
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just how much or how little justification its _ 
history affords for such charges as Mr 
Plumb has made. On the other hand, it is 
not difficult to ascertain and show just what 
rates the railroad companies, as a whole 
have charged the public, what total profits 
they have made, and how much wages they 
have paid to their employes. Mr. Plumb 
took the year 1900 as his starting point in 
making his allegations regarding the finan- 
cial management of the railroads. It is 
easy to determine whether since 1900 the 
rates charged, the wages paid and the 
profits made by the railroads as a whole 
have changed in such a way as to result 
in such exploitation of the public and the 
employes as Plumb alleges. Let us, there- 
fore, glance back 
over the record 
since 1900 and see 
whether it indicates 
that anybody con- 
nected with the rail- 
roads has been en- 
gaged during this 
time in “exploita- 

tion.” 
Statistics of the 
Interstate Com 
merce Commission 
are available for the 
years 1900 to IQI7 
Reliable _—_ estimates 
as to the changes 
which have occurred 
in rates, wages and 
profits under Gov- 
ernment operation 
from 1917 to I9I9 
can be based upon 
available _ statistics 
of the Interstate 
Commerce Commis 
sion and the Rail 
road Administration. 
Mr. Plumb attacks both the increase in 
railway capitalization and in the book cost 
of road and equipment since 1900. Since 
the increase in book cost has been larger 
than in net capitalization, we shall, in 
order to give as good a charice as possible 
to Mr. Plumb’s case, take the book cost as 
the measure of the increase in the capital 
account. The operating income of the rail- 
roads is what is left to them after they have 
paid their operating expenses and taxes 
From it they derive all the funds from 
which they pay interest and dividends an: 
make such improvements as are made from 
earnings. Therefore, the increase which 
has occurred in operating income is the 
best measure of how much the profits of 
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ihe railroads have increased. We shall 
compare the increases in the book cost of 
ad and equipment and in operating in- 
come since 1900, with the increases which 
have taken place in the number and the 
compensation of railroad employes. 

In the seven years from 1900 to 1907, 
the book cost of road and equipment in- 
creased about 27 per cent., while operating 
income increased 59 per cent. During this 
same period the number of railroad em- 
loyes increased 64 per cent., and the 
mount of compensation paid to them an- 
ually increased 86 per cent. In these 
ears the increase in the profits earned by 
he railroad companies was greater, rela- 
ively, than the increase in the wages paid 
» the employes. 
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crease in the percentage of return earned. 
In the same 10 years the number of rail- 
road employes increased less than 4 per 
cent., while the total compensation paid to 
them increased 62 per cent. Certainly the 
railway companies were not “exploiting” 
their employes during this period. The 
wage increase was relatively much greater 
than the profits increase. 

In the 17 years from 1900 to I9g17, 
throughout which the railroads were under 
private operation, the increase in the num- 
ber of employes was 70 per cent. and the 
increase in their total compensation 221 
per cent. Meantime, the increase in the 
book cost of road and equipment was 75 
per cent. and the increase in operating 
income 124 per cent. Even after this in- 





Book Cost of 
Road and Equipment 
$10,263,313,400 

13,030,344,328 


Total 
Number Compensation 
Employees of Employees 
1,017,653 $577,284,841 
1,672,074  1,072,386,427 


Operating 
Income 

$477,284,030 
760,277,389 





Increase in 7 years 
Percentage of increase in 7 years 
907 


$2,767,030,928 
26 


9 
$13,030,344,328 
*18,000,000,000 


$282,993,359 654,421 
59.3 64.3 

$760,277,389 1,672,074 

1,069,750,514 1,732,703 


ae 


$1 072,386, 427 
1,738,796,046 





Increase in 10 years 
Percentage of increase in 10 years... . 
Increase in 17 years 
Percentage of increase in 17 years... . 
17 


*18,500,000,000 


$4,969,655,672 
38.1 
$7,736,686,600 
75.3 


$309,473,125 60,629 
40.7 
$592,466,484 
124.1 
$1,069,750,514 1,732, 
7947,000,000 $1,848,774 


ona o 
$1, 161,511,205 
201.2 
$1,738,796,046 
$2,834,607,068 





Increase in 2 years 
Percentage of increase in 2 years 
Increase in 19 years 
Percentage of increase in 19 years. . 


¥9122,750514 116,071 
9 


qi2 6.7 
$469,715,970 831,121 
98.4 


81.7 


$1,095,811,022 
63. 
neem 1 


*Estimated. tAverage for years 1915, 1916 and 1917, on which {comes 8 guarantees to 
companies are based. {Based on January, 1919, statistics. 





The Actual Facts 

The statistics. for the 10-year period, 
1907 to 1917, do not tell a similar story. 
During this time the railroads were subject 
to strict regulation. Mr. Plumb alleges that 
they padded their property investment 
accounts. It should be noted, however, that 
since 1907 the accounts of the railroads have 
been kept as prescribed by the Interstate 
Commerce Commission, and that, therefore, 
every dollar of the approximately five and 
a half billion which has been added since 
then to the property investment account 
has been added with the approval of the 
Commission. The increase in the book cost 
of road and equipment between 1907 and 
1917 was 38 per cent. while the increase 
in operating income was 40 per cent. 
Therefore, there was practically no in- 


crease in operating income, it yielded less 
than 6 per cent. on the book cost of road 
and equipment. At the end of the 17 years 
the average freight and passenger rates 
being charged the public were the lowest 
ever known in the history of the United 
States. There is nothing in these facts to 
support the charge that the alleged financial 
juggling resulted in large profits for those 
in control of the railroads at the expense 
of the public and the employes. 
Government control and operation of the 
railroads began at the end of 1917. The 
railroad owners have had no opportunity 
to “exploit” either the public or the railroad 
employes since then. The guaranteed re- 
turn paid by the Government to the com- 
panies is based upon the average operating 
ixcome earned in the three years ended on 
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June 30, 1917, and is 13 per cent. less than 
the operating income actually earned in 
1917. While the return of the companies 
has been reduced under Government con- 
trol, the wages of the employes, which 
already were advancing rapidly, have in- 
creased at a greatly accelerated pace. The 
pay roll of the Railroad Administration for 
January, 1919, indicates that since 1917 the 
total number of railway employes has in- 
creased about 7 per cent., while the total 
wages paid to them have increased at the 
rate of 63 per cent. per year. Meantime, 
passenger rates have been increased 50 per 
cent. and freight rates an average of 25 
per cent., and the Railroad Administration 
is incurring a large deficit which the tax- 
payers are paying. 


Exploitation Disproved 


Let us now look back over the record of 
the entire 19 years. The increase in the 
book cost of road and equipment since 1900 
has been approximately 80 per cent., while 
the Government’s guarantees to the com- 
panies are approximately 98 per cent. 
greater than their operating income was in 
1900. The increase in the number of em- 
ployes in the 19 years has been less than 


82 per cent., while the increase in their 
annual compensation has been 391 per cent. 
In 1900 the operating income of the rail- 
ways was $477,000,000 and the wages paid 


to labor were $577,000,000. In 1919 the 
Government’s guaranteed standard return 
to the companies is less than $950,000,000, 
while the compensation of railroad em- 
ployes is running at the rate of approxi- 
mately $2,835,000,000. In other words, 19 
years ago the wages of the employes were 
only $100,000,000 a year more than the in- 
come of the companies from their proper- 
ties, while in 1919 the compensation of 
the employes is running at the rate of 
$1,900,000,000 more than the return of the 
companies from their properties. 

The foregoing statistics demonstrate that 
the income of the employes from the rail- 
road business has increased far more than 
the income of the owners. In fact, the 
disparity is so enormous as utterly to refute 
the charge that the owners have been “ex- 
ploiting” the employes. 

The employes also allege that private 
management of the railroads results in the 
exploitation of the public by the owners 
through high freight and passenger rates. 
The statistics of the Interstate Commerce 
Commission show, however, that between 
1g00 and 1917, when wages were so greatly 
increased, the average freight and pas- 
senger rates charged the public declined. 
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The freight now being handled for the 
public is 160 per cent. larger than it was in 
1go0 and the passenger traffic 180 per cent 
larger, while the operating income of the 
companies is only 98 per cent. greater. It 
follows that the capital cost of moving one 
ton one mile and one passenger one mile is 
now only somewhat more than one-hali 
what it was in 1900. Meantime the total 
compensation of railroad employes has in 
creased 391 per cent. It follows that the 
labor cost of moving one ton one mile and 
one passenger one mile is now substantially 
more than twice what it was I9 years ago. 

The statistics showing the results of 
private operation which have been used in 
this article are for the years 1900 to 1917; 
and, therefore, they indicate that the 
owners of the railroads derived a larger 
return from their investment during this 
period than they actually did. Between 
the years 1900 and 1915 the book cost of 
road and equipment increased 68 per cent., 
while the operating income intreased only 
52 per cent. Between 1907 and Ig15 the 
book cost of road and equipment increased 
31 per cent., while total operating income 
actually declined 4.2 per cent. In other 
words, in 1907 the railroads, with a book 
cost of $13,000,000,000, had an operating 
income of $760,000,000, while in 1915, with 
a book cost of $17,247,000,000, they had an 
operating income of only $728,000,000. 
Only the vast and unprecedented increase 
in traffic which occurred as a result of the 
war in Europe, and which first made itself 
felt late in 1915, enabled the railroads to 
earn the large operating income that they 
did in 1916 and 1917. 

The public is dissatisfied with the results 
of Government operation and demands a 
return to private operation. Having in 
mind the results which railroad regulation 
had upon net operating income for several 
years before the war, the owners of the 
railroads and the officers of the companies 
oppose a return to private operation under 
the old system of regulation. They demand 
legislation which will assure to the com- 
panies the opportunity to earn a reasonable 
return upon the existing investment, and to 
raise enough new capital adequately to 
increase railroad facilities. The Interstate 
Commerce Commission has not finished its 
valuation of the railroads. It has, there- 
fore, been suggested in some quarters that 
the new legislation require the Interstate 
Commerce Commission to permit the rail- 
roads, as a whole, to earn an average of 6 
per cent. upon their book cost. The advo- 
cates of the Plumb Plan attack this as an 
attempt to secure “validation” of a property 
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investment account which they claim is 
gt eatly padded. 


No Guarantees Desired 


It is a notable fact, however, that the 
sociation of Railway Executives, which 
is composed of the heads of the railroad 
corporations, and which, therefore, officially 
represents railroad owners, opposes all 
Government guarantees to railroad com- 
.anies, direct or indirect. It asks only that 

e law shall require the regulating authori- 
es to allow the companies to earn sufficient 
1et operating income to pay a reasonable 
eturn upon the fair value of the properties 
and to raise sufficient new capital to develop 
their facilities. Consequently, the onslaught 
f the advocates of the Plumb Plan upon 
\e property investment account is an on- 
slaught upon a basis for regulating rates 
vhich the Railway Executives have never 
ivored. 

Probably, however, the book cost of road 
ud equipment of the roads as a whole is 
the best available measure of the invest- 
ient in them and of their present value. 
lt amounts now to about $18,500,000,000. 
Suppose Congress should provide that until 
the valuation is finished rates should be so 
regulated as to yield an average return of 
6 per cent. upon the book cost of road and 
equipment. This would require a total net 
operating income of about $1,100,000,000 a 
year. This is approximately what the rail- 
ways actually earned in 1916 and 1917. The 
railroads, under Government operation, are 
earning net operating income at the rate 
of four or five hundred million dollars a 
year. Therefore, to put them on a 6 per 
cent. basis would require an advance in 
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rates of six or seven hundred million dollars 
a year. 

Meantime, the railway employes, whose 
compensation has been increased over a 
billion dollars a year under Government 
operation, are demanding additional ad- 
vances in wages which would amount to 
about $800,000,000 a year. Their wages in 
1917 were about. $1,740,000,000. If they 
should get the advances for which they are 
now asking, their annual wages would be- 
come over $3,500,000,000 a year, or 100 per 
cent. more than in 1917. 


Employe’s Position Not Logical 


All that the railroad owners and officers 
are seeking is that their total operating in- 
come shall be restored, when the roads are 
returned to private operation, to approxi- 
mately what it was before the Government 
operation was adopted. What the employes 
are demanding is that their total compen- 
sation shall be made twice as large as it 
was before Government operation was 
adopted. And at the very time the spokes- 
men of the employes are demanding that 
the employes’ compensation shall be made 
twice as large as it was before Govern- 
ment operation was adopted, they are de- 
nouncing the owners and officers of the 
railroads because they are asking that their 
operating income shall be made approxi- 
mately the same as it was before Govern- 
ment operation was adopted! 

With such facts as the foregoing before 
it, will the public be more likely to decide 
that it is the railroad corporations or the 
railroad labor organizations which have 
“exploited” it in the past and are trying 
to “exploit” it now? 





PROTECTIVE COMMITTEE FOR RUSSIAN BONDS 


A protective committee has been formed 
by the halders of certificates of participation 
in the $50,000,000 three-year credit at 64 per 
cent which matured on June 18, 1919, and was 
not paid for lack of sufficient funds in the 
hands of the Russian Embassy here. The 
members of the committee are: John H. 
Fulton, chairman; Thomas Cochran, N. Dean 
Jay, Lloyd W. Smith, Charles S. Sargent, Jr., 
Frederic W. Allen, and Albert H. Wiggin. 

According to the terms of the agreement 
signed by the holders of the certificates and the 
protective committee, the outstanding certifi- 
cates of participation are to be deposited with 
either the National City Bank of New York or 
he Old Colony Trust Co. of Boston, and cer- 
ificates of deposit are to be issued in their place. 
The committee is to have full power of attorney 


to act for the certificate-holders, including 
specifically the right to start law-suits and to 
negotiate with our own or foreign Govern- 
ments. It is to serve without compensation, 
except that it is expressly permitted to have 
a pecuniary interest in any dealings it may 
make on behalf of the certificate-holders. The 
depository banks are also permitted to have a 
financial interest in their transactions with the 
holders of the credit notes. 

The committee is not to be held liable for 
losses incurred by it while acting in good faith, 
and has the power to give the final interpre- 
tation of any clauses in the agreement. It has 
not announced what its policy will be, but it 
has thoroughly safeguarded its right to take 
any action it may deem necessary in the in- 
terests of the certificate-holders. 





How to Interpret a Balance Sheet 


Chapter VII of “How to Invest” Continued—Maintenance, Im- 
provements and Depreciation-—Standard Form of Balance 
Sheet—Some Important Principles 


By GEORGE E. BARRETT 


ERTAIN important points connected 
with the income account remain to 
be discussed before taking up the 

balance sheet. 

The terms “maintenance,” “renewals” and 
“repairs” cover expenditure designed to keep 
up the same operating efficiency of the prop- 
erty. The terms are nearly synonymous, re- 
newals obviously having a somewhat 
broader meaning than repairs. The mainte- 
nance of a property, therefore, does not 
cover a rising standard of efficiency. Par- 
ticularly where there is keen competition, 
merely maintaining the property in its 
previous condition is not sufficient. 

“Improvements” cover the expenditure 
necessary to increase efficiency by more 
modern methods. “Additions” and “ex- 
tensions” are more particularly concerned 
with increased capacity. 

Depreciation may be physical, that is, 
caused by wear and tear, or it may cover 
obsolescence, that is, the necessary discard- 
ing of a machine, for example, because it 
has been superseded by more modern ap- 
pliances. Maintenance would not be suffi- 
cient to offset depreciation since a plant or 
machine might be maintained in the same 
degree of efficiency and yet actually de- 
preciate 50%, a breakdown requiring extra- 
ordinary expenditures at the end of a given 
period. 

Depreciation proceeds at varying rates 
and is, of course, different for almost every 
article; it is extremely difficult to calculate 
with absolute accuracy, but it is a necessary 
problem to face. It is possible for appraising 
concerns to calculate the life of each part 
of a plant, and chart the general rate of 
depreciation. Under the law of averages, a 
proportion of earnings may be taken which 
will approximately cover the depreciation of 
a — plant. 

he operators of a property may make 

such small allowances for maintenance that 
the business will be entirely wrecked, as 
has been the case with many railroads. 
For this reason the banking houses offering 
a security may stipulate that a fixed sum be 
expended upon maintenance and deprecia- 
tion. This is often a proportion of gross 
earnings, such as 10 per cent to 15 per cent. 


” 


A surplus may be used to retire outstand 
ing securities, thus reducing capitalization 
of the company. 

There is a great difference between rail- 
roads and public utility concerns on the one 
hand and industrials on the other in the 
matter of depreciation. The former are capi- 
talized and operated on a basis of life in 
perpetuity. It is not intended that share- 
holders eventually receive their money back 
and the entire property be liquidated. On 
the other hand, the life of the average in 
dustrial is short. An extraordinarily small 
percentage of new commercial enterprises 
succeed. In some cases, as for example, a 
mine, the life of the property can be de- 
termined in advance. In all cases it is de- 
sirable that through sinking funds the 
security holders be protected against the 
total depreciation or extinction of the 
assets. 

Where sinking funds are provided in the 
case of public utilities or railroad corpora- 
tions, it is seldom for this reason. It may 
be that the properties are overcapitalized, 
and that it is desirable to decrease the 
securities outstanding. It is sometimes in- 
cluded for the purpose of making specific 
securities more marketable, holders feeling 
that they have protection in the gradual re- 
tirement of their securities as maturity ap- 
proaches. Obviously if funds so set aside 
are turned into the property and could be 
used as a basis for the issuance of ad- 
ditional bonds, this purpose would be de- 
feated, and accordingly it is usually stipu- 
lated that the proportion of earnings not 
devoted to maintenance, repairs and re- 
newals as prescribed may be used for ad- 
ditions and betterments, provided such ex- 
tensions are not used as a basis for in- 
creasing the capitalization. 

A company may be increasing its earn- 
ings very rapidly, and yet actually retro- 
grading, i. e., its capitalization may be in- 
creasing faster than its earnings. Jt is im- 
portant to know, then, the percentage 
earned on capitalisation from year to year, 
rather than merely the sum total of earn- 
ings. This is particularly necessary in the 
case of a company which has been acquir- 
ing other properties. The earnings state- 
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ment would show tremendous increases. 
In order to be conservative, however, earn- 
ings of all the properties owned should be 
compared with earnings of the same prop- 
erties at some previous time whether they 
were then owned or not. 

For the past ten years, according to the 
Interstate Commerce Commission, the cost 
of raising capital for the railroads has ex- 
ceeded the returns derived from the invest- 
ment of the new capital. Consequently, in 
spite of increased earnings the position of 
many roads is weaker than before. 


The Balance Sheet 

The net result of operations shows on 
the balance sheet as surplus or deficit. It 
is necessary to have both the earnings state- 
ment and the balance sheet to judge of the 
success or failure of the operations of a 
given concern. A corporation might show 
very large earnings and yet go into re- 
ceivership. Earnings might be in the form 
of notes receivable which could not be col- 
lected, or in large inventories which could 
not be liquidated, but more important than 
this is its asset position. For instance, af- 
ter a successful year, from the standpoint 
of earnings, it might be necessary to pass 
dividends on a stock if the cash resources 


of the corporation were depleted because 
large amounts of cash had been put into 
plant extension which, of course, would not 
show on the earnings statement. 

The balance sheet shows the financial 
condition of a company as of a certain 


date. It shows on the one hand the com- 
pany’s assets, or what it owns, and on the 
other its liabilities, or what it owes. Its 
stock is, however, not a liability in any but 
an accounting sense. Both assets and lia- 
bilities are divided into items of a fixed 
nature and of a current or liquid character. 

The following may serve as an illus- 
tration of a balance sheet: 


ASSETS: 


. Investments 
. Good-will 
Cash 


: Accounts receivable 
. Notes receivable 
. Inventory 


. Capital stock 


. First mortgage bonds 


: Notes payable 
. Accounts payable 
. Accrued interest, wages, etc 
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The first three items of the assets would 
be fixed assets usually, and the latter four 
current assets, or those which may be used 
for the payment of debt. 

Total assets and liabilities must be equal, 
the surplus or deficit being the balancing 
item. Since surplus appears on the liability 
side and deficit on the asset side, a deficit 
reflects larger liabilities than assets and a 
surplus larger assets than liabilities. 

There are a few facts regarding the 
financial condition of a company as re- 
flected in its balance sheet, which every 
investor should know. 


Fixed Assets 


Fixed assets may be tangible or intangi- 
ble. Fixed tangible assets consist of lands, 
buildings, machines, tools, patterns, all 
kinds of equipment, and the like. Intangi- - 
ble assets may consist of good-will, patents, 
etc. Good-will, though intangible, may 
have a definite and large cash value. In 
cases where considerable sums have been 
expended through advertising or the com- 
pany has a good reputation of long stand- 
ing built up through other means, this 
good-will can be sold sometimes with 
more readiness than tangible assets. There 
have been cases where good-will was sold 
for millions of dollars. Likewise since 
some of the greatest industrial successes 
have been built upon valuable patents, 
these may have a large cash value, as in 
the case of the Gillette Safety Razor Co. 


Current Assets 


Current assets consist of cash, accounts 
receivable, bills or notes receivable and 
inventories. That is, they are not perma- 
nent but liquid assets. Inventories consist 
of raw material, or the product either in 
the process of manufacture or completed. 
In all cases inventories should be carried 
on the books at cost or at market price, 
whichever is the lower. Cost is figured 
at the cost of the raw material, plus the 
cost of actual labor expended upon the 
product. 

If the finished product is out of style or 
becoming obsolete, it should be cut down 
to actual value. 

A large proportion of assets in inven- 
tory is undesirable, since it means that a 
considerable part of the company’s working 
capital is tied up in raw material which it 
may be difficult to turn into cash. 

Accounts receivable and bills and notes 
receivable for obvious reasons may not be 
worth their face value. In the case of a 
firm supplying harvesting machinery, notes 
receivable might represent the obligations 
of farmers whom a disastrous failure of 
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crops might cause to repudiate a large part 
of the amount owed. Notes receivable 
might represent payment for machinery 
which, in case it proved unsatisfactory, 
would be difficult to collect. 

It is important that these and other 
factors be taken into consideration in mak- 
ing up a correct balance sheet and that 
current assets be written down to a real 
basis. It is considered the best accounting 
practice to reduce the fixtures on the asset 
side to their real value, rather than to set 
up a reserve on the liability side to balance 
bad debts and the like. Similarly, it is the 
best practice to deduct depreciation reserve 
from the plant account on the asset side, 
rather than to include the figure as a 
liability. 

Besides the basis upon which the value 
of current assets is calculated, their actual 
character is of importance. That is, a part 
might represent loans to subsidiary com- 
panies which are scarcely current in their 
nature, but are almost fixed assets. On 
the other hand, a portion might be repre- 
sented by readily salable finished goods al- 
ready in storage which would be practically 
the same as cash. 

Fixed and Current Liabilities 

Liabilities are also divisible into fixed 
and current. Fixed liabilities include capi- 
tal liabilities; that is, the funded debt and 
the stocks outstanding. Stocks, it may be 
repeated, are, of course, not a liability in 
any but an accounting sense. 

The current liabilities mainly consist of 
bills or notes payable and accounts payable. 
Bills payable is the item which usually re- 
flects the amount the company is borrowing 
from banks, although, of course, a concern 
may pay other creditors with its notes run- 
ning, say, ninety days. This is not con- 
sidered good practice, however. 

The two most important figures from the 
standpoint of the security holder are total 
net tangible assets and net current assets. 
By the subtraction of intangible assets 
from total assets, the tangible assets of the 
company are obtained, and by the sub- 
traction from this figure of all liabilities 
having precedence over a given security, 
the net tangible assets applicable to that 
security are obtainable. This is called the 
“book value” of the security. Total net 
tangible assets should exceed the security 
if it is to rank as an investment. Net cur- 
rent assets would be the amount by which 
eurrent ;assets exceed current liabilities. 


A general-rule 1s that current assets should . 


sbétwo-:or more times current liabilities. 
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The assets of a corporation, as pointed 
out, are usually divided between assets of 
a fixed nature, such as real estate, buildings 
and machinery, and those of a current 
nature, such as cash, materials and ac- 
counts receivable. 

It is important for the investor to bear 
in mind that fixed assets can be mortgaged, 
but that current assets cannot. If bonds 
are secured by a mortgage on fixed prop- 
erty no prior lien can be imposed by the 
corporation. The management can, how- 
ever, incur current liabilities, which in 
court will have a claim on the current 
assets ranking ahead of preferred and com- 
mon stocks and equally with the bonds, 
debentures and notes of a corporation. On 
the other hand, fixed assets are not usually 
as salable as current assets, and, therefore, 
an issue based on current assets consisting, 
for example, of meal in storage, might be 
a far better security than a first mortgage 
4n an obsolete plant. 

In the case of railroads and public utili- 
ties, practically all of their assets are of a 
fixed nature and permanently required in 
their business. Many industrials require 
over half of their assets in the current 
form, and many of these corporations re- 
quire a large part of these current assets 
only part of the year. 

As a rule, corporations issue securities 
to raise capital required permanently in 
their business. Banks are especially 
equipped to supply funds needed for the 
temporary purposes of corporations. 

From the standpoint of the investor, 
securities issued up to the full value of the 
net tangible assets cannot be classed as 
high-grade investments. There should be 
a margin of safety. As previously pointed 
out, this is generally accomplished by issu- 
ing bonds having a first lien on the prop- 
erty and then preferred stock following the 
bonds and common stock following the pre- 
ferred stock. Of course, there may be just 
capital stock, or bonds and capital stock, or 
only preferred and common stocks. 

In any case, when the value of the net 
tangible assets of a corporation does not ex- 
ceed that of all of the securities by a liberal 
margin of safety, the securities offered as 
investments should equal only part of the 
total net tangible assets and be followed by 
a junior issue representing a sufficient part 
of the assets to protect the senior 
securities. 


Chapter VIII, to appear in an early issue, 
will take up the important question of 
judging the safety of securities 





Leading 


Opinions 


About Financial, Investment, Banking and Business Conditions 


Railroad Men Want 
Too Much, Says Taft 


Ex-President William Howard Taft has ex- 
pressed his disapproval of the Plumb scheme 
and has urged that the railroads be given a 
chance to make a “living wage” too. He said 
recently that he believed the men were ask- 
ing for more wages than the increased cost 
of living warranted, and hence for more than 
they were entitled to. Summing up his im- 
pression of the plan, he said: 

“I very much disapprove of the plan. I am 
almost certain the Republicans will oppose it, 
and I hope the Democrats do too. We should 
not let the Soviet system gain even a toe- 
hold in America. 

“I do believe in close supervision of the 
railroads of the country, but such supervision 
as we have had has been too severe. We 
should give the railroads a chance; give them 
adequate revenues by proper rates, so they 
can attract the necessary capital for neces- 
sary maintenance and improvements. We 
have not allowed the rates to go up as they 
should. 

“While I have not gone into the subject with 
the thoroughness to warrant a final judgment, 
from what I know it seems to me that the 
men are requesting a greater increase than the 
percentage of increase in the cost of living 
warrants. Thus it appears they are asking 
more than they are entitled to receive.” 


Stillman Voices 
Appeal to Reason 


A plea for calm, rational discussion of the 
railroad and other pressing economic problems 
is made by James A. Stillman, president of 
the National City Bank, in a statement issued 
to the press. He points out the complexity of 
the situation, and says he believes both the 
railroad men and the financial interests have 
been honestly trying to get what they thought 
was fair. Hence a dispassionate analysis and 
fair threshing-out of the question is needed, 
he says. Speaking of the Plumb plan, the 
statement says: 

“As for the proposal of the railroad 
brotherhoods, that is not a matter to be dis- 
cussed in hot blood. It is a question of na- 
tional policy, to be settled by fair discussion, 
not considering railway owners or railway 
employes alone but the interests of all the 
people. Railway investors are entitled to have 
a fair return on their capital as compared 
with investors in other industries, and em- 
ployes are entitled to fair compensation as 
compared with employes in other industries. 
This is the general principle upon which the 
railroad problem should be solved. 

“IT don’t believe the railroad men want any 
more than what they believe to be fair, but 
the leaders are in the position of advocates 
and attorneys. They see one side of the case 
only, and are misled by the vast amount of 


misinformation, distorted statements, and half 
truths that are current. 

“Questions of this kind cannot be settled 
by ex-parte statements on either side. They 
must be threshed out in fair, candid discus- 
sion, and settled with a desire to deal justly. 
Neither side can claim the right to be the 
sole judge of its own case, and that is the 
first question to be settled. 

“It is not a time for hasty action or for 
any experiments which will tend to prevent 
the speedy revival of confidence and industry. 
The world is short of the common neces- 
saries of life, and that is the first situation 
to be dealt with.” 


Sisson Warns Against 
The obstacles in the way of carrying out 
the Plumb plan of Government ownership of 
the railroads and the disastrous results that 
Plumb Rail Plan 














“COME ON UNCLE, BUY IT FOR ME” ‘ 
From the Birmingham Age 


would follow if it were shoved through Con- 
gress were pointed out recently in an article 
by Francis H. Sisson, vice-president of the 
Guaranty Trust Co., of New York. He at- 
tacked two great benefits promised for the 
scheme by its backers, the economy of Govern- 
ment financing and the economy of Govern- 
ment operation. On these points he declared: 

“Perhaps no fallacy is more glaring than 
that which proposes that the Government pur- 
chase the railroads through the issuance of 4 
per cent. bonds to the public, when it should 
be perfectly obvious to any student of finance 
that this would be both legally and physically 
impossible. 

“Again, we are assured that great econ- 
omies in operation, which would accrue to the 
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ublic benefit, would be secured by this plan. 
‘© sustain this bold assertion there is no 
proof whatever; in fact, the whole record of 
socialistic enterprise and of Government di- 
rection of industry is that expense and ineffi- 
ciency both increase in marked degree. 

“Such a venture on our part into the field 
of radical socialism could bring only indus- 
trial and financial disaster, which would set 
this country back many years, and if, on a 
basis of their success in securing control of 
transportation, the Socialists then proceed 


further in their program of nationalizing in- 
dustry, business chaos is assured and another 
Russian cataclysm would impend.” 


“Fight Class Rule.” 
Urges Evans 


Property rights must be maintained, as the 
hope of profits is the only motive which has 
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been found adequate to stimulate efficient 
work, according to Henry Evans, president of 
three prominent insurance companies. For 
this reason the Plumb plan, and in fact most 
of the plans hitherto suggested for the solu- 
tion of the railroad problem, should be de- 
feated as they do not recognize the right of 
a corporation to make as much as possible 
from its property with the minimum of hin- 
drance. | werd of the application of this 
principle, he said: 

“If a scheme could be devised to interest 
the worker in profit results it would be a great 
thing for the country as a whole, and for 
the investor and owner of property. Such a 
scheme will be worked out, must be, but not 
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along the lines of the railroad brotherhood de- 
mands, for those demands are impossible of 
execution, and Socialistic, if not Bolshevistic, 
in principle. If this country or any country 
is to prosper, property rights must be main- 
tained. The Plumb plan, the Warfield plan 
and all other plans so far put forward strike at 
property rights. The Warfield plan is de- 
vised to rob the prudent for the benefit of the 
foolish, and the Plumb plan is sheer robbery. 

“Why should the holder of a railroad se- 
curity be despoiled because the property has 
grown in value any more than the owner of 
real estate made valuable by the railroad 
should be made to divide with some pur- 
chaser of property that has decreased in 
value?” 


“Meet High Prices 
By Saving”—Butler 


The best way to tackle the problems of 
high prices and the high cost of living is the 
installation of a system of public and private 
economy, the elimination of needless ex- 
penditures, and the discharge of outstanding 
obligations as soon as practicable, said Dr. 
Nicholas Murray Butler, president of Colum- 
bia University, in discussing President Wil- 
son’s message on the high cost of living. He 
absolved capital from blame for increased 
costs, declaring the problem a world-wide one. 
As for a remedy, he suggested: 

“The real corrective is public economy and 
private frugality and thrift. We must stop 
borrowing in order to meet current expenses, 
private or governmental, and confine borrow- 
ing where the money is to be used in produc- 
tive industry which will more than repay the 
cost. 

“When the question of present day costs 
is gone carefully into it will, I think, be found 
that capital is securing very little if any more 
return than before the war, while greatly in- 
creased amounts are paid out for labor and 
taxation, unless am greatly mistaken. 
Therefore, a thorough inquiry into the high 
cost of living would make it plain that the 
problem is a world-wide one. 

“That the first step toward its solution is 
Government economy and private thrift, lead- 
ing to the discharge of outstanding obliga- 
tions and to bringing the national expenditures 
within the limits of annual income, the in- 
crease of economic production by better shop 
organization, by more labor saving devices, 
by more effective and economical processes 
of distribution, by opening up to an effective 
and scientific agriculture without delay the 
rich grain producing provinces of Russia, Ru- 
mania and Hungary and, finally by checking 
profiteering as an offense against the public 
welfare.” 


“More Imports Mean 
More Exports”—Roberts 


You can’t keep on selling all the time with- 
out buying. Neither can you sell to customers 
whose business is going badly unless you help 
them improve their own selling strength. 





LEADING OPINIONS 


This is the message of George E. Roberts 
to American business in an article in “The 
Nation’s Business.” He objects to people’s 
talking about foreign trade as if it were all 
a matter of exports, and as if we didn’t have 

import anything. As to the need of mak- 
ing our customers as financially strong as we 
can, he says: 

“The moment we cease to grant credit to 
purchasers, exchange rates will rise rapidly 
against us. They have done so already. 

“In normal times trade cannot continue un- 
der such a handicap as this. Moreover, this 
discount on foreign currencies in relation to 
the dollar not only handicaps our exports but 
promotes the importation of foreign goods into 
this country, because the American dollar has 
high purchasing power everywhere. 

“American business men must face this situ- 
ation intelligently. They have been thinking 
only of selling more abroad. They will have 
to give up that ambition or recognize that in 
order to do so they must also take more of 
foreign products. 

“He is a poor merchant who never con- 
siders how his customers are going to pay 
for the goods he hopes to sell. It is well 
to understand while Congressional committees 
are making a search with a view to stopping 
up every crevice through which foreign goods 
percolate into this country that the effect of 
stopping them must be to also stop the out- 
ward flow of American goods.” 


Increased Production or Chaos, 
Warns Hoover 


If Europe does not shortly set about pro- 
ducing its own necessities a “political, moral 
and economic chaos” will result which will be 
worse than war, warns Herbert C. Hoover in 
a statement originally prepared for the Allied 
Governments. At present, he says, Europe 
cannot support itself, and 100,000,000 of its 
people must live on imports, which cannot be 
supplied unless Europe takes to producing 
more commodities in exchange for them. His 
statement reads: 

“The production of necessities for 450,000,000 
people in Europe has never been at such low 
ebb as it is now. Fifteen million families in 
Europe are receiving unemployment allow- 
ances, or being paid by constant currency in- 
flation. 

“Europe can feed only 350,000,000 persons ; 
the rest must live on imports. 

“The chief causes of the decrease of pro- 
ductivity are industrial and economical democ- 
ratization, and the fact that the proper and 
insistent demand by labor for higher stand- 
ards of living and for a voice in the admini- 
stration of industry has unfortunately become 
impregnated with the theory that limitation 
of effort below physical necessity will increase 
the total employment or improve their con- 
ditions. 

“Unless productivity is increased there will 
be nothing but political, moral and economic 
chaos, finally resulting in loss of life hitherto 
undreamed of. 

“The solution lies in the vigorous realiza- 
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tion of the actual situation by every ceuntry 
in Europe. The European populations must 
immediately realize that production must be 
instantly increased.” 


“Co-Operation the Great Need” 
—Rockefeller 

In the first public statement he had issued 
for years, John D. Rockefeller declared in 
“The Lamp,” the official bulletin of the Stand- 
ard Oil Co. of New Jersey, that the great 
need of today was the same as that of fifty 
years ago, more co-operation, including mu- 
tual endeavor, sympathy and support. He 
sketched the great possibilities of the world 
in reconstruction, and declared that present re- 
sources were much more adequate than those 
of a previous generation to solve the new 
problems. In part he said: 

“Conditions have vastly changed. Yet even 
with the complete remaking of the world, 
which we see going on around us on every 
hand, the needs of mankind are the same to- 
day as they were fifty years ago. And what 
is the greatest need? Co-operation. The 














A DIFFICULT HAND TO PLAY 


world needs, above all else, co-operation; that 
is, working together, which implies friendship, 
brotherhood, mutual endeavor, mutual sym- 
pathy, and mutual support. 

“But much remains to be done. A new 
world is to be established. You are to play 
an important part in making it right and 
keeping it right. In our beginnings we had 
everything to do and nothing to do it with. 
You have a world to put right, but you have 
much to do it with. The men of this gen- 
eration are entering into a heritage which 
makes their fathers’ lives look poverty- 
stricken by comparison. You need only to 
steer the straight course, to apply yourselves 
assiduously to the task, to use your imagina> 
tion, your sympathy, your best judgment, and 
sticcess must be yours.” 
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“Inflation Lowers Exchanges” 
—Mechanics & Metals Bank 


The extreme drop in foreign exchange rates 
on New York, which has been a hindrance to 
our foreign trade, is due not only to the ex- 
tremely favorable export balance of the 
United States, but also to the actual depre- 
ciation in the currency of most of the Euro- 
pean nations, says the Mechanics and Metals 
National Bank of New York in its August 
‘letter. That part of the drop which is caused 
by our heavy exports should be compensated 
by bankers and investors’ credits, but it would 
be unwise to force exchanges all the way up 
to par artificially as long as Europe is not 
actually on a gold basis, it states. The letter 
goes on to say: 

“In regard to the exchange level itself, only 
one force governing the rate—the balance of 
trade—has up to this time been generally dwelt 
upon, while another force—the depreciation of 














ANOTHER MISTAKE 
Brown in Chicago Daily News 


Europe’s currencies—has been quite generally 
ignored. 

“So long as currency inflation abroad af- 
fects commodity prices so much that they are 
out of line with our own prices, we must 
reconcile ourselves to a continuation of at 
least an apparent discount in the exchange 
rates of nearly all the former belligerents in 
our market. Under the circumstances, indeed, 
we can frankly say that it would be unwise 
to attempt to bring those rates to nominal 
parity at this time even if it were possible to 
do so. For in order to effect that nominal 
parity, the necessity would be imposed upon 
us to extend credits abroad, not only in suffi- 
cient amounts to offset the difference between 
foreign purchases from us and sales to us, but 
to offset, as well, the effect of Europe’s cur- 
rency depreciation. We would thus be making 
our own foreign purchases unnecessarily cost- 
ly, at the same time that we were helping to 
maintain an artificial surplus of exports over 
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imports, postponing the day when the present 
abnormal balance of trade must be settle: 
by a flow of goods in the opposite direction. 

“In view of the depreciation of foreign cur- 
rencies, a nominal parity on some of the 
foreign exchanges would mean a real discount 
on the dollar. We would be paying par in 
gold for credits on other countries whic! 
could not be redeemed in gold.” 


“Let Currency 
Alone”—Harding 


The increased volume of Federal Reserve 
notes now in circulation is the effect, rather 
than the cause, of advancing prices and wages 
said Gov. W. G. P. Harding, of the Federa! 
Reserve Board, in answer to an inquiry by 
the Senate Committee on Banking and Cur- 
rency following a resolution by Senator Myers 
to the effect that currency inflation was to 
some extent responsible for the rise in prices 
Gov. Harding pointed out that the amount of 
Federal Reserve notes in circulation depended 
on the amount of commercial and other tran- 
sactions, and that they were withdrawn when 
business was not heavy enough to require 
them. He concluded by saying that the cur- 
rency should be left alone, and that other 
means should be resorted to to bring about 
a price adjustment. His statement said in 


art: 
“There cannot at any time be more Federal 


Reserve notes in circulation than the needs 
of the country at the present level of prices re- 
quire, and as the need abates the volume of 
notes outstanding will be correspondingly re- 
duced through redemption. The increased 
volume of Federal Reserve notes in circula- 
tion during the past three years, is the effect 
of advancing wages and prices, and not their 
cause. 

“In the post-war period, through which we 
are now passing, the country has experienced 
rising prices owing, in part, to a general re- 
laxation of the war time regime of personal 
economy, resulting in an increased demand for 
commodities by individuals who restricted their 
purchases during the war but who are now 
buying in competition with export demand. 

“The Federal Reserve Board believes that 
any currency legislation at this time is un- 
necessary and undesirable, and would suggest 
that, whether viewed from an economic or 
financial standpoint, the remedy for the pres- 
ent situation is the same, namely, to work 
and to save; to work regularly and efficiently 
in order to produce and distribute the largest 
possible volume of commodities; and to exer- 
cise reasonable economies in order that money, 
goods and services may be devoted primarily 
to the liquidation of debt and to the satisfac- 
tion of the demand for necessities, rather than 
to indulgence in extravagance or the gratifi- 
cation of a desire for luxuries. The war is 
over in a military sense—and while the bills 
have been settled by loans to the Govern- 
ment, these obligations, so far as they are car- 
ried by the banks, must be absorbed before 
the war chapter of the financial history of 
the country can be closed.” 





Financial Leaders of Tomorrow 
FRED O. ELLSWORTH 


There are many men—not only in New York but also in other parts of the United 
States—who perhaps are not yet nationally known but who are quietly carving out a 


big career for themselves. 


knew Brown when he was only so-and-so. 


occupies.” 


Five or ten years from now friends will say of them—“I 


Now see the prominent position he 


Men of this calibre are begieme to have their names mentioned in high circles 


more and more frequently and 


HE MAGAZINE OF WALL STREET is presenting 


this series of sketches of their careers, which should be a source of inspiration to those 
other young men who are determined to have their share of the prosperous period into 


which our country has entered. 


later life often differ widely is shown 

by the career of Fred O. Ellsworth. 
Mr. Ellsworth’s first boyhood hopes were 
ided between becoming a circus performer, 
a professional ball-player. Then he wanted 
be a printer—but let him tell about this part 
it himself. “I had a real ambition to be 
le to set type at the rate of 1000 ems per 
ur, and to get a job with a Chicago morn- 
g newspaper, where the rate at that time 

as fifty-five cents per 1000, which, as I 
ought, would give me an opportunity to be- 
me immensely wealthy early in life.” 

His closest approach to these hopes was 
holding down the job of paper carrier in Bat- 
e Creek, Michigan, at a “salary” of seventy- 
ve cents a week, but he did get to Chicago, 
here he went to work as messenger for the 

irst National Bank of that city. 

His progress was steadily upward and today 
e is first vice-president of the Hibernia Bank 
nd Trust Company of New Orleans and well 
nown in banking circles, not only in the 
South but also in other sections of the country. 

Mr. Ellsworth is a native of Battle Creek, 
\lichigan, where he graduated from high 
school and received his degree in that famous 
ld college of “Experience” through which so 
nany successful men have passed. 

Mr. Ellsworth is not a believer in “luck” 
laying an important part in one’s career. Al- 
hough admitting its influence at times, yet, 
.ccording to observation, the average man who 
as enjoyed a measure of what the world calls 
Success” has gained it by: 

A—Real ability, either natural or acquired. 

B—The practice of working like the dickens 
vhile he works, and playing just as hard when 
he plays, mixing the two in sensible propor- 
tions. 

C—Remaining human and natural no mat- 
ter what degree of success is acquired. 

D—Taking care of his health. 

E—Remembering all the time that he is 
only one of a billion and a half people on 
earth, and “doing unto all others with whom 
he comes in contact as he would be done by” 
—as far as it is humanly possible. 

The value of this creed, if it may be so 
called, is in its workability, day after day, by 
ny person who really is determined to play 
he game of life squarely with himself. 

Mr, Ellsworth’s unreserved recommenda- 


H°“ youthful ambitions and actualities in 


tions to young men concerning their business 
career are: 

A—Take advantage of every opportunity to 
become acquainted with successful men in your 
community. This can be done by affiliating 
oneself with various civic organizations and 
local clubs, and by becoming active in civic 
affairs. 

B—Never cease to read and study. 

C—Learn your own job and the other fel- 
low’s—and as many more as you can. 


FRED. O. ELLSWORTH 


Mr. Ellsworth lives up to the foregoing 
and in addition to being a member of various 
clubs in New Orleans is also a member of the 
Bankers Club of New York and numerous 
other prominent banking associations. His 
principal recreations are “tennis at least twice 
a week the year round and golf in between 
as a filler.” He admits that he is “reasonably 
punk” at both games, but gets as much fun 
out of them as if he were a professional. 
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Bargains Among New Preferred Stocks 


Many Being Issued—Majority Yield 7% to 8% with Dividends 
Earned Several Times Over — Sinking Funds and 
Other Safeguards 
By OWEN ELY 


VERY interesting feature of the re- 
cent industrial financing is the great 
prominence given to the preferred 

stocks. The principal reason for this is 
undoubtedly the fact that the income from 
preferred stocks is free from the normal 
income tax and in many cases they are ex- 
empt from Federal property taxes in the 
states where the companies were incorpor- 
ated. The interest from bonds is not exempt 
from the normal tax, though many compa- 
nies pay the normal tax at the source up 
to 2 per cent. As the normal income tax 
is 4 per cent. on the first $4,000 taxable and 
8 per cent. on larger amounts, the advan- 
tages of the preferred stock issue as to 
taxation, and hence net income return, is 
evident. 

A number of preferred stocks offered are 


as secure as many bonds, though the rates 
of yield the stocks return are generally 


higher. Another consideration is that pre- 
ferred stocks tend to move along with the 
common issues in a more marked degree 
than do bonds. 

Preferred stocks are now safeguarded 
more carefully than were issues in former 
years. Most companies agree not to issue 
any new bonds without the consent of two- 
thirds or three-fourths of the preferred 
stockholders, and the majority of the new 
issues are also protected by sinking funds. 
Some companies agree always to maintain 
liquid assets at a certain minimum amount, 
this amount being in excess of, or a sub- 
stantial part of, the par value of the pre- 
ferred stock. 


Earnings and Assets 


A stock prospectus usually states the num- 
ber of times the dividend on the new stock 
has been earned in the previous year or 
current year, and gives the average results 
for three years, five years, or some other 
period. Usually this does not take into 
account the increased earning power re- 
sulting from the investment of the proceeds 
of the stock issue. On the other hand, 
however, it is necessary to discount results 
‘shown in the three-year averages to the 
extent that the particular company has been 
benefited by war conditions, after allowing 
for deduction of war taxes. It is better to 


rely upon a five-year or ten-year averag« 
when obtainable, so that pre-war earnings 
are included. 

The accompanying table presents a list o/ 
preferred stocks issued within the last three 
months, yielding between 7 per cent. and 
8 per cent. (excepting the last three, which 
yield between 6 per cent. and 7 per cent.) 
All of them are redeemable at various prices 
ranging from 103 to 120. In view of the 
degree of security afforded, these stocks ap- 
pear to have good prospects for appreciation 
in price. 

The conservative investor should not 
overlook the opportunities offered by some 
of these new issues, as it is often possible 
to secure them at lower prices immediately 
after issue than later. Preference should 
be given to issues which are to be listed, as 
a readier market for such stocks can be 
obtained. 

A brief description of the history and 
prospects of the various companies will be 
of interest, supplementing the comparative 
figures in the table. 


Histories and Prospects of Companies 


Austifi Nichols & Co., the largest whole- 
sale groceries company in the country, have 
been in business some 64 years. Recently 
they acquired control of some canning 
properties and took over the “Certified” 
brand of Wilson & Co. Concerns dealing 
in canned goods have an unusual oppor- 
tunity owing to the adaptability of such 
goods for foreign shipment. The recent 
agitation against the packers and other 
alleged profiteers may have a temporary 
sympathetic effect upon the earnings of this 
company, but it is too well established to 
suffer any permanent harm. 

Root & Van Dervoort make the Knight- 
Moline car and manufacture engines for 
automobiles, farm tractors and other farm 
machinery. The company has orders on 
hand sufficient to keep the plant running 
at full capacity for a considerable period, 
and large extensions are planned from the 
proceeds of the stock issue. This stock, 
wits its high yield, is unusually attractive, 
for it is protected by the largest amount of 
quick assets per share of any stock in its 
class shown in the table. 
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BARGAINS AMONG NEW PREFERRED STOCKS 


Amalgamated Sugar Company is a large 
sugar producer, operating eight factories 
in Utah and Idaho. Its total production 
has increased from 81,727,000 pounds of 
sugar in I9I5, to 112,326,000 pounds in 
1919. It is possible that when beet sugar 
production is resumed in Europe and there 
is less demand for sugar from that quarter, 
the company’s earnings may be affected to 
some extent. For this reason we would 
not consider this stock so attractive as 
some of the others. 

Steel & Tube Company of America is 
one of the three largest manufacturers of 
steel plate in the United States. The pre- 
ferred stock of this company is not only 
well protected by asset values, but is un- 
usually attractive because the dividend was 
earned seven times for last year and six 
times for the three-year average. 
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trol of the Griffin Wheel Company, an old 
concern producing iron wheels for rail- 
roads and street cars, was recently 
acquired. The company will benefit by 
large equipment orders soon to be placed 
by the Railroad Administration. Net earn- 
ings for the three-year average indicate 
that the dividend was earned eight times— 
about as good a showing as could be de- 
sired. 

Shaffer Oil & Refining is to acquire the 
Shaffer oil interests in Oklahoma, Kansas 
and Texas, comprising 57,000 acres of oil 
lands (now producing over 4,000 barrels 
per day), a 6,000-barrel refinery, and other 
facilities. Earnings have averaged about 
three times the dividend and it is estimated 
that on the new basis of operation income 
will amount to five times the dividend re- 
quirement. The preferred stock also has 





ATTRACTIVE NEW ISSUES OF CUMULATIVE FIRST PREFERRED STOCKS 


Divi- 


Amount of Pfd. dend Offering 
Price 


Stock Issued Rate 
Austin Nichols & Co.... $5,500,000° 
Root & Van Derv’rt C’p. 1,000,000 
Amalgamated Sugar Co.. 5,000,000 
Steel & Tube Co. of Am. 17,500,000" 
Congoleum Co 2,000, 

Amer. Steel Foundries... 9,000,000° 
Shaffer Oil & Ref. Co... 6,000,000 
Merchants Refrig. Co.... 2,048,000 
Fisk Rubber Company.. 15,000,000 
Wm. Farrel & Son, Inc. 3,000,000 
Simmons Company 7,000,000 


S 


a) 8 8 8 8) 8 = OO 


Quaker Oats Company... 7,200,000 
Firestone Tire & Rubber 10,000,000 
Standard Oil Co. of N. J.100,000,000" 


SAD 


‘Estimate for 1919. ‘Five-year average. 


lr 


‘Excluding patents, good will, etc. 


Assets per Sh. 
Number of of Pfd. Stock 
Times Pfd. Net 
Div. Earned Quick Total 
1918—3-yr. av. Assets Assets 
3%,° 3 107 ° 
171 
100 
121 


Annual 
Interest 
Return 
7.12% 
8.00 
7.75 
7.12 
7.37 _— 
7.33 115 
7.50 — 
7.22 — 
7.00 135 
7.57 — 
7.22 _ 


6.06 
6.00 
6.31 


280 
8 300 
‘Application being made to list on the New York Stock Exchange. *Present market price. 


*13-year average 


for American Steel Foundries, plus 6-year average for Griffin Wheel Co. For three-year average, 


dividend earned 8 times. 





The Congoleum Company is the largest 
producer of printed floor coverings in the 
country. Its plant consists of 28 buildings 
near Philadelphia, with very modern 
equipment. This company was formerly 
controlled by the Barrett Company, but it 
was recently reorganized as an independent 
corporation, the Barrett Company, how- 
ever, retaining a large interest. Earnings 
for the three-year average indicate that 
dividends on the new issue were earned 
only twice during that period, although for 
1918 they were earned four times. It is 
understood that good earnings are assured 
for the near future because of the great 
demand for the company’s product. 

American Steel Foundries is the greatest 
producer of steel castings in America. Con- 


a participating feature by which it shares 
equally with the common in all dividends 
paid up to $10 a share. 

Merchants Refrigerating Company has 
been in operation for 25 years and owns 
six cold storage warehouses in New York 
City, which are said to be modern and 
favorably located. In view of the recent 
agitation and the suggested passage of laws 
limiting the period of time for which goods 
may be kept in cold storage, the stock of 
this company dges not seem to be so attrac- 
tive. 

Fisk Rubber Company began aperations 
20 years ago, and its business has increased 
fourfold since 1913. Net earnings have 
shown a rapid increase, as indicated in the 
table. As long as the present demand for 
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automobiles is continued dividends should 
be very well protected. 

William Farrel & Sons is a new concern 
representing the merger of a large number 
of coal dealers in New York City. The 
company promises to build up a reserve 
fund from earnings sufficient to meet 
dividends for a year in advance as well as 
to redeem the entire preferred stock during 
a period of 14 years. In view of the pro- 
spective coal shortage the company’s earn- 
ings should be very good in the near future, 
although doubtless the Government will 
prevent profiteering. As this company 1s 
more or less of a new venture and assets 
amount to only $160 per share, the stock 
would not enjoy such a high rating as some 
of the others mentioned. 

The Simmons Company, doing a general 
metal business, has been established over 
37 years. The demand for its products led 
to the issue of stock, in order to add to 
manufacturing capacity and increase work- 
ing capital. The company has large assets 
and earnings have been at a fairly high 
rate. 

Higher Grade Issues 


The following issues are rather higher 
grade than those previously described, their 
income being 6-7 per cent. rather than 7-8 
per cent. There is less opportunity for 
profit, perhaps, but greater security of re- 
turn. 

Quaker Oats Company is the largest 
manufacturer of cereal food products in the 
world, and in addition, does a large flour 
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milling business. The average ten-year 
earnings indicate that dividends were 
earned on the new preferred 434 times— 
an even better showing than the five-year 
average, during which war taxes cut down 
net income to 3% times the dividends. 
Without deduction of the federal taxes, 
earnings in 1918 would have been close to 
six times the dividends. The common stock 
sells in the neighborhood of 26s. 

Firestone Tire & Rubber Company is a 
well-known concern formed in 1900. More 
than half of the motor trucks in America 
are said to be equipped with Firestone tires. 
The amount of the assets per share—$280 
in quick assets and $500 in total assets— 
indicates the exceptional safety of this pre- 
ferred stock. Moreover, earnings in 1918 
were at tne rate of ten times the dividend 
requirements—the best showing in this 
respect for any of the stocks described in 
this article. 

Standard Oil Company of New Jersey 
recently broke its long-standing practice of 
financing improvements and extensions out 
of earnings ‘by issuing $100,000,000 7 per 
cent. preferred stock. The balance sheet 
issued by the company—the first in many 
years—was analyzed in the previous issue 
of THE MaGazINnE oF WALL Street. The 
asset value back of the preferred stock 
might easily be fixed as high as $700 or $800 
per share. The security is undoubtedly as 
safe as any in the list and the present 
market price (on N. Y. Stock Exchange) in 
the neighborhood of 111, with a yield of 6.3 
per cent., is another indication of its safety. 


WALL STREET JOTTINGS 


Frank A. 
the United States Rubber Company. 

John F. Ince, floor manager of the Produce Ex- 
change, has resigned his position, and will become 
associated with the Stock Exchange firm of B. F. 
Schwartz company 

Walter Chisholm, cashier of the Consolidated Stock 
Exchange, has begun his thirty-sixth consecutive year 
in the service of that institution. W. S. Silkworth, 
president of the Exchange, and the other officers 
extended assurances of their best wishes to the vet- 
eran employe. 

The Alien Property Custodian has claimed owner- 
ship of eight memberships in the Coffee and Sugar 
Exchange. They are as follows: Edward L. Beh- 
rens, P. M. J, Ehrenbaum, F. S. Hassel, Otto T. A. 
Hassel, H. T. Joswich, Emil Sanders, Albert Schill- 
ing and C. C. F. Meyer. 

F. Douglas Cochrane, of the firm of Harper, Coch- 
rane & Co., of Boston, has been elected a director 
of the Tex-Ken Oil Corporation. 

John H. Mason, of Philadelphia, has been ap- 
pointed director of the Government Loan Organiza- 
tion by Secretary Glass in place of Lewis B. Frank- 
lin, who resigned some weeks ago, the Federal Re- 
serve Bank here announced yesterday. Mr. Mason 
is president of the Commercial Trust Company of 
Philadelphia, and was prominent in the loan organi- 
zation in the Philadelphia District. 


Ventute has been elected a director of 
b 


George T. Scherzinger has been appointed an as- 
sistant treasurer, and John R. Kimball assistant man- 
ager of the bond department of the Guaranty Trust 
Company of New York. 

Linzee Blagdon has been admitted to general part- 
nership in the firm of Gillespie, Meeds & Co., mem- 
bers of the New York Stock Exchange. 

The Irving National Bank has been appointed 
registrar, and the Irving Trust Company transfer 
agent for the stock of the Stanwood Rubber Com- 
pany, of Newark. 

C. Stanley Reinhart, member of the New York 
Stock Exchange, and H, L. Bennett have formed 
the partnership of Reinhart & Bennett, with B. H. 
Howell as a special partner. The new company 
will transact a general stock exchange and investment 
business. 

Hamphill, Noyes & Co., 
office at Albany. 

Ogden H. Freeman has returned to his former 
position with the firm of J. M. Byrne & Co., mem- 
bers of the Stock Exchange, after serving with the 
American Expeditionary Forces in France. 

At a meeting of the directors of the Continental 
Candy Corporation yesterday, Charles W. Stiger was 
elected a director. 

Captain Archibald Roosevelt has become associ- 
ated with the Sinclair Oil and Refining Company. 

Charles T. Stork & Co., Inc., have moved their 
offices from No. 154 Nassau St. to No. 135 Front St. 


have opened a branch 








Redemption Features of New Notes 


The Question of Profits from Redemption Features of Short-Term 
Issues Selling at a Premium 


By JACOB H. SCHMUCKLER 


N the August 2 edition of THE Maca- 
ZINE, in an article entitled “Profits in 
Redeemable Bonds,” I discussed the 

possibilities for profits in industrial bonds 
through redemption or calling for the sink- 
ing fund. In that article was narrated the 
experience of holders of Bethlehem Steel 7s 
of 1920 and 1921 and the Cudahy Packing 
7s of 1923, who had actually lost money 
because of the exercising of redemption 
privileges by the respective corporations. 
The purpose of this article is to analyze the 
redemption features of recently issued notes 
with the view of demonstrating to investors 
whether or not these privileges are likely to 
offer chances for profits. 


Short-Term Issues At a Premium 
The capital market has decidedly favored 
the lender since the beginning of the 


European war. The competition for his 
funds has been unusually keen so that in- 
terest rates have moved steadily upward. 
Bankers and corporation managers have 
had to offer very attractive terms to float 
their securities successfully, and in many 
cases went the limit to make sure that they 
would be taken. 

This state of affairs was very clearly 
demonstrated in the case of short-term 
issues, particularly for some months imme- 
diately following the signing of the armis- 
tice. As a result many issues which had 
been offered at par, or even somewhat be- 
low, soon sold at a premium, where they 
have generally been ever since. 

The pricés at which bonds are redeemable 
or callable for the sinking fund are usually 
above par. The attractiveness of these 
features depends upon the margin between 
the current market quotations and the re- 
demption or sinking fund prices. When 
both these sets of prices are about the same 
the investor obviously has little to gain from 
such privileges, and when current market 
quotations are higher, he is holding himself 
open to a possible loss. As most issues are 
redeemable at a premium, these considera- 
tions are of importance only in the case of 
issues selling above par. 


Redemption Features of Recent Notes 
A very interesting feature of many of the 
short-term issues floated in the past few 
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months is that they are redeemable on a 
sliding scale, prices declining as the redemp- 
tion dates near maturity. For example, the 
American Tobacco 7s are issued in five 
series due each November I, 1920 to 1923, 
inclusive. The notes are redeemable at any 
time upon thirty days’ notice, as a whole, 
or in series, in which event all the notes 
of one or more series first maturing must 
be called for redemption. 

The redemption prices are 105 for notes 
with four years or more to run, 104 for 
notes with more than three but less than 
four years to run, 103 for notes with more 
than two years but less than three years to 
run, 102 for notes with more than one year 
but less than two years to run, and Io! 
for notes with less than one year to run. 
The range of redemption prices is 101 to 
105, but it must be borne in mind that the 
series, when called, are to be taken up 
according to the nearness of the maturity. 
Hence the investor can hardly look for the 
largest redemption figures, and he would be 
pursuing a more conservative and wiser 
policy if he figured only on the lowest or 
two lowest redemption prices. 

As the notes need not necessarily be 
called on any interest date, but may be re- 
deemed as of any date upon thirty days’ 
notice, the company, by calling them as of 
a few days after November 1, can save a 
full point in the premium it has to pay. 
This principle was very aptly illustrated in 
the case of the Bethlehem 7s, series due 
July 15, 1920 and 1921. The company called 
the notes as of July 31, 1919, so that the 
1920 series had less than a year to run and 
the 1921 series less than two years. In 
doing this the corporation saved a half 
point on each series called. 

Some Recently Issued Redeemable Bonds 

The accompanying table presents a few 
of the recently issued early maturing re- 
deemable bonds. Approximate prices and 
yields to maturity figured on the asked 
prices are given. The range of redemption 
prices is also presented. 

The writer suggests that holders of issues 
selling a number of points above the mini 
mum redemption figure consider shifting to 
other strongly secured short-term issues, 
which are not selling at such high premiums 
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and whose redemption features will not 
tend to carry their prices downward. 

course, a vital consideration for 
holders of early maturing bonds selling at a 
premium is that practically all bonds are 
payable at par at maturity and that market 
prices tend to this level as maturity ap- 
proaches. A note redeemed at 100% or 
Io1I may, therefore, result in a greater profit 
to holders than when notes are paid at 
par at maturity. The point is, however, 
that as a general rule investors ought to sell 
short-term issues when at a large premium 
some time before maturity, unless there are 
good possibilities for redemption at prices 
above par. 


Details of Redemption Features 
BETHLEHEM STEEL 7s. Authorized and 
outstanding, $27,500,000. Redeemed $15,- 
000,000 on July 30, 1919. Redeemable at 
any time upon thirty days’ notice, as a 
whole, or in series in entirety, in which 
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bond with very many attractive features. 

R. J. Reynotps Tosacco 6s. Dated 
August 1, 1919. Issue high grade. Tendency 
of such paper to be floated at lower nominal 
interest rates in last month or two so that 
this issue is not selling at a premium. Still 
am inclined to believe that notes will sell 
above par in early future. Notes redeem- 
able on any interest date upon thirty days’ 
notice at 102 for notes having more than 
two years to run, 101 for notes having more 
than one year but less than two years to 
run, and 100% for notes having less than 
one year to run. 


U. S. Rupper 7s. Redeemable on any in- 
terest date on and after December 1, 1920, 
at a premium of 1 per cent. for each six 
months between redemption date and date 
of maturity, as a whole only. Maturity 
December I, 1923. Range of redemption 
prices 101 to 108. A strongly secured issue. 


Proctor & GAMBLE 7s. Redeemable on 


RECENTLY ISSUED REDEEMABLE SHORT TERM NOTES 


Issue 
American Tobacco 7s 
American Tobacco 7s 
PS TEED Bic cee scc cans ccesees 
American Tobacco 7s 
Bethlehem Steel 7s 
Bethlehem Steel 7s 
Cudahy Packing 7s 
R. J. Reynolds Tobacco 6s 
U. S. Rubber 7s 
Proctor & Gamble 7s 
Proctor & Gamble 7s 
Proctor & Gamble 7s 
Proctor & Gamble 7s 


*Only one sinking fund or redemption price. 





event all the notes ef one or more series 
first maturing must be called for redemption 
at 102 for notes with more than four years 
to run, 10144 for notes with three years or 
more, but less than four years to run, and 
161 for motes with more than two years to 
run, but less than three years fo run. 
Convertiblé at par info series A pledged 
urffer indenture at price equivalent f6 be, 


per cent. Wusfs at time of conversion. 
CupaHy PAcKING 7s. Redeemable at ro1 
and interest a8 a whole or for sinking fund 
on any July 15 upon twenty days’ notice, 
I5 per cent. of total issued amount of notes 


to be called for sinking fund each July 15. 
About 60 per cent. of total issue will be 
redeemed Wefore maturity. A high-grade 


Maturity 
Nov. 


Nov. 
15, 1922 


Range 
of Re- 
demption 
Prices 


Yield to 
Maturity 
5.50% 

5.35 
5.80 
5.97 
6.20 
6.38 
6.55 *101 

6.00 100%4-102 
5.62 101 -108 
5.25 
5.55 
5.90 
5.92 


Price 
1, 1920 101 -101% 
1, 1921 102%4-103 
1, 1922 102%4-103%4 
1, 1923 10344-103% 
101%-102% 
101%-102% 
101 -101% 
9914-100 
104%-105 
100%-101 
1014-102 
102 -102% 
1027-10834 


101-105 


100%4-102 
15, 1923 


100%4-103 





any interest date upon thirty days’ notice 
as a whole or in series, in which event 
the company must call for redemption all 
the notes of one or more series last matur- 
ing. This redemption feature differs from 
that in the other issues in that the last 
maturing, instead of the earlier maturing 
series, are to be called first. This gives the 
holder a better chance for profit, Re- 
demption prices are 163 for notes having 
more than four years to rtin, 102 for notes 
having more than three years but less than 
four years to run, 101% for notes having 
more than two but less than three years to 
run, 101 fsr notes with more than one but 
less than two years to run, and 100% for 
notes with less than one year to run. 














Investment Inquiries 





CHILE COPPER CONV. €s 
Convertibility May Prove Valuable 

The Chile Copper collateral trust convertible 
6s of 1932 are convertible into the common 
stock of the company at $35 a share, and 
should the company issue other bonds con- 
vertible at a lower rate or stock for less than 
$35 a share, the present issue will be con- 
vertible to such lower figure. The bonds are 
a direct obligation on the company, secured 
hy the lien on the entire capital stock, subject 
to $15,000,000 prior liens. These bonds at 
present prices yield about 6.70%. While 
the company has not reported any very 
healthy balances for its common stock, it is 
known that the Chile Copper Company is 
one of the most valuable mines in South 
America, and we believe that the conversion 
privilege of the bonds will ultimately prove 
exceedingly valuable. The coupon bonds are 
issued in denominations of $500 and $1,000; 
he registered bonds are issued in denomina- 
tions of $1,000 and multiples. 


CHICAGO RAILWAYS BONDS 
May Improve Before Maturity 

Chicago Railways, like other public utilities 
companies, has been up against increasing 
costs and almost stationary charges for serv- 
ices rendered. The Series “A” and “B” bonds 
of 1927 are prior liens to Series “C.” Of 
course it is a long way to the maturity of 
these bonds and much may occur by 1927. It 
is our opinion that the peak of operating ex- 
penses has been reached, and for that reason 
we believe that the ultimate outcome for pub- 
lic utilities will be improved materially in the 
future. 


EMPIRE GAS & FUEL 6s 
High Fuel Costs 


Empire Gas and Fuel 6% netes we do 
not regard as a gilt-edge investment. The 
Cities Service Company, of which Empire 
Gas and Fuel is a subsidiary, has always 
earned its interest charges at least since 1914 
two or two and one-half times. However, 
with the anticipated high cost of fuel next 
winter, the earnings of the gas companies will 
very likely show a decline and we therefore 
think that investors should be wary of such 
securities. Empire Gas notes are subject to 
about $18,600,000 prior liens. The notes are 
now selling on almost a 7% basis, and are 
suitable for business men. 








COSDEN PFD. 
Good Yield and Market Prospects 
_Cosden Pfd. we regard as a very attrac- 
tive investment. 


THere should be little doubt 
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concerning Cosden’s ability to pay the 7% re- 
quirements on this stock. The preferred 
stock is convertible into the common stock at 
$15 a share. The common stock is now sell- 
ing at about $10.50 and in our opinion the 
possibility of the common stock selling higher 
makes the convertible feature of the preferred 
attractive. 

Meanwhile, there is the advantage of secur- 
ing an income of over 7% on your investment. 


COLORADO SOUTHERN 2D PFD. 
Dividend Earned by Wide Margin 


Colorado Southern Second Preferred stock- 
holders are receiving dividends at the annual 
rate of 4%. Unlike the first preferred, which 
is payable semi-annually, the second preferred 
dividend is payable annually. Based on the 
guarantee of the Government, which stipulated 
that compensation of the railroad was to be 
made in accordance with the three year period 
ending June 30, 1917, Colorado Southern is en- 
titled to a guaranteed income equal to 18.97% 
on the second preferred stock. With such a 
wide margin above the dividend requirement 
there is little to fear. 


ALLIS-CHALMERS PFD. 
High Yield Indicates Status 


Allis Chalmers Preferred is an attractive 
7% cumulative preferred stock but we are not 
prepared to confirm reports of a combination 
with Maxwell Motor Co. Regardless of this 
factor, Allis-Chalmers is in an improving earn- 
ing situation, and we believe that dividends 
are entirely safe and that the back dividends 
will be refunded in due course. As a 7% 
cumulative preferred stock Allis-Chalmers pre- 
ferred must be considered an attractive invest- 
ment. 

Naturally stocks that yield 10% are rather 
speculative and for one who cannot afford to 
lose it will be more advisable to switch into 
a more conservative preferred stock, for 
example, American Locomotive prefeared or 
Woolen preferred. 








IOWA RY. & LIGHT 7% PFD. 
Earnings Declining 


Iowa Railway & Light Company 7% cumu- 
lative preferred, of which there is outstand- 
ing $3.594,370, has preference as to assets, and 
is subject to call at 102%% and accrued divi- 
dends. The company has paid the dividend on 
its preferred regularly. gence 1915 earnings 
have been on the down grade. Surplus after 
charges and preferred dividends in 1915 
amounted to $127,529 and by 1915 had shrunk 
to a deficit after these dividends of $94,709. 
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In 1918 a very small surplus after charges and 
dividends was reported. We do not consider 
the preferred stock of this company particu- 
larly attractive. 


GENERAL ASPHALT PFD. 
Convertibility Important 


General Asphalt preferred stock has specula- 
tive possibilities one and one-half times as 
great as the common since the preferred car- 
ries the privilege of conversion into the com- 
mon on the basis of one and one-half shares 
of common for one preferred at any time. 
While the advance in both common and pre- 
ferred has been very sharp recently, we do 
not believe that the future prospects of the 
company have been fully discounted as yet. 
For a very long pull, we believe that General 
Asphalt Common will sell at still higher levels, 
but the stock must now be considered in a 
speculative position and not conservative as 
an investment at these prices. One would 
have to assume a substantial risk in purchas- 
ing now, although we believe the shares have 
an excellent chance of rallying still further 
if the market continues its upward course, 
especially in the oil stccks. 


GREAT NORTHERN PFD. 
Earnings Should Improve 
Great Northern Preferred previous to 1918 


always managed to earn its dividend by a very 
wide margin, and on the basis of the Gov- 
ernment guarantee for the three years average, 
ended June 30, 1917, is entitled to receive com- 


pensation in excess of that dividend. Its poor 
showing in 1918, when it failed to earn its 
dividend (though it is guaranteed by the Gov- 
ernment, of course) caused quite a little worry. 
We believe that under normal circumstances 
the road can continue to do quite well. e 
believe, however, that Northern Pacific is 
Great Northern preferred on account of its 
rising ratio of net to gross. 


DU PCNT PREFERRED 
Exceptionally Well Secured 


As an evidence of the security of the pre- 
ferred or debenture stock of E. I. Dupont De- 
Nemours & Co., we may state that that com- 
pany earned in 1918 77.66% on the preferred. 
This compares with 80.74% in the previous 
year, and 134.86% in 1916. Naturally the stock, 
so well secured, sells on a basis of the cost 
for capital. While we regard DuPont pre- 
ferred as a splendid investment for one who 
is concerned wholly with safety we believe 
there are many preferred stocks that are safe 
and are offered at higher yields. Such stocks 
as Bethlehem Steel 8% preferred, for example, 
or Willys-Overland preferred are safe in our 
opinion and offer more attractive yields. 


OHIO ISSUES NON-TAXABLE 
Hence Good Buy for Ohioans 
Issues of corporations formed in Ohio are 


non-taxable in that State, and we therefore 
suggest the following more attractive issues 
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listed on the New York Stock Exchange or 
traded in on the New York Curb, which are 
those of Ohio corporations: 

Willys-Overland preferred and common, 
Cleveland, Cincinnati, Chicago & St. Louis 
Pfd., National Acme, White Motors, United 
Alloy Steel, Buckeye Pipe Line. 


—————— 


AMERICAN WOOLEN 
Good Earnings and Equities 


American Woollen Company has large equi- 
ties behind the common stock and it has been 
showing a tremendous earning power, both 
of which facts, in connection with the brilliant 
outlook, at least at the present time, would 
seem to make this stock attractive. It must 
be remembered, however, that the stock has 
doubled in market quotations in the past few 
months, and we therefore suggest great cau- 
tion in approaching it. It is our view that many 
speculative stocks are in a dangerous position 
as a result of the violent speculation of the 
past seven months. 


AMERICAN LIGHT & TRACTION 
Dividends Supported by Surplus 


American Light & Traction Company is one 
of the best of the public utilities holdings com- 
panies, most of its subsidiaries being gas com- 
panies. Earnings on the common stock aver- 
aged from 20% to 25% during the nine vears 
1999-1917 but in 1918 the percentage fell to 
14.4. 10% dividends have been paid regularly 
for many years and even though earnings 
should fall below the dividend rate the divi- 
dend could easily be paid out of the $13,000,- 
000 surplus. Net assets applicable to the stock 
in 1918 were $152 per share. Although the 
prospective coal famine mav cause a further 
drop in earnings, we think one can safely 
hold this stock as an investment. . 


BETHLEHEM STEEL 
Earnings Improving 


Bethlehem Steel recently declared the regu- 
lar quarterly dividend of 1%4% on its two 
classes of common stock, but omitted the ex- 
tra that it had been paying for a considerable 
time. The action of the Bethlehem Steel di- 
rectors in eliminating the extra dividend was 
explained as being due to the desire to con- 
serve resources against the somewhat uncer- 
tain future. The steel industry has made 
rapid strides since the beginning of the year, 
however, and Bethlehem Steel ought to show 
satisfactory results. The Company's  ship- 
building plants are still producing at full ca- 
pacity and the income from that source is 
expected to be exceedingly large. Earnings 
were nearly $18 a share last year compared 
with $43.20 a share in 1917, this being figured 
on the common stock, Class “A” and “B.” 
We believe that the company has good pros- 
pects for the future and that it is in a strong 
position due to its past earnings, Its preferred 
issues are still attractive, 
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AMER. BOSCH MAGNETO 
Has Good Earning Power 


American Bosch Magneto is a well estab- 
lished concern with a conservative manage- 
ment and a demonstrated earning power. Its 
shares represent an excellent business man’s 
investment. During the next four or five 
years the company should not only be able to 
earn its dividend by a wide margin, but it 
time to time. 


INTERNATIONAL PAPER 
Position of Common Strengthened 


The clearing up of arrears in dividends on 
International Paper preferred of course paves 
the way for a declaration of dividends on the 
common stock when the company is ready to 
do so. In the last three years International 
Paper has done remarkably well having earned 
$18.48 a share on the common stock in 1918, 
compared with $34.02 in the previous year, and 
$21.65 in 1916. For many years previous the 
company failed to earn anything on the com- 
mon stock. The prosperity of International 
Paper was due wholly to the war. 

Although International Paper is doing fairly 
well now it is not believed that dividends on 
the common stock will be declared for some 
time, as it will be necessary to borrow con- 
siderable money and certain capital charges 
will also have to be made before such dis- 
bursements will be declared. The common 
stock has had an enormous rise, from which 
it of course reacted during the recent break. 
At present levels we do not consider the stock 
very attractive, and it would be better for 
one to sell the stock and put funds into such 
bonds as the Chesapeake & Ohio 4%% of 
1930, yielding about 7%, or Wilson Company 
6s, which yield 6.40%. . 

If one wishes to put proceeds into securities 
that are somewhat more speculative, and in 
which there are good prospects for profit we 
suggest switching into International Paper 
preferred which has been put into a very 
strong position on account of its showing in 
the past three years. 


GREAT NORTHERN ORE 
Dividends Irregular 


Great Northern Ore is a trust created in 
1906 by a resolution adopted by the directors 
of Great Northern Railway. The property 
consists of very extensive and valuable iron 
ore mines in the Lake Superior region, for 
which very favorable leases have been negoti- 
ated with a number of leading steel companies. 
The certificates have no par value and divi- 
dend payments have been quite irregular so 
that it is impossible to state on what per- 
centage basis the certificates are selling. The 
company declared a $2 payment in April, 1919, 
and $4 was paid for the entire year of 1918. 
The trustees are at present Louis W. Hill, 
James N. Hill, Walter J. Hill and Edward C. 
Nichols. The stock has had a_consideiable 
advance and does not seem attractive at present 


prices 


GULF STATE STEEL 
Has Speculative Tinge 


Gulf State Steel recently has passed its divi- 
dend, which was formerly 4%. The unfav- 
orable feature connected with this company 
is that it paid out all its net profits and more 
in dividends last year, leaving a small deficit. 
However, the surplus is around $2,000,000, and 
the company is otherwise in a strong position. 
The stock, however, is selling low as com- 
pared with the former highs of 137 in 1917 and 
139 in 1916. The shares must be regarded 
as a fair speculation at this time. 


CLUETT, PEABODY & CO. 
Prosperity Discounted 


Cluett, Peabody & Co., paying 6% on the 
common stock, earned slightly more than $10 
a share compared with $10.95 in 1917 and 
$12.51 in 1916. In the first six months of this 
year it is reported that Cluett, Peabody & 
Co. did a record gross business, in excess 
of the corresponding period a year ago. Be- 
cause of the returning of soldiers to civilian 
life there is an increasing demand for its 
products. In the previous six years earnings 
averaged 8.94% annually. Because of the in- 
crease in the business of the company the stock 
has had a very large advance and in view of 
the fact that on December 3ist, 1918, net 
tangible assets on the common stock amounted 
to only $29 a share we suggest caution in mak- 
ing commitments in the stock at the present 
time. 


ALLIED PACKERS 
Good Prospects, but Unseasoned 


Allied Packers is the merger of seven large 
independent packing companies, including the 
largest Canadian company. The company’s 
future will depend to some extent upon the 
attitude of the “Big Five” or packing “trust.” 
It has a strong directorate, and we believe 
has good future prospects. The stock, how- 
ever, is in the promotion stage, having recently 
been introduced on the curb, and is not spe- 
cially attractive at present prices. A pre- 
liminary statement of earnings for the fiscal 
year ended April 30 showed net earnings after 
taxes of $6.75 a share on the 200,000 shares 
of common stock which are being issued, after 
allowing for annual interest on the $16,000,- 
000 6% debenture bonds to be issued and pay- 
ment of 7% on the $5,305,000 preferred stock.. 


AMER. SUMATRA TOBACCO 
May Have Trade Troubles © 


American Sumatra Tobacco, paying 10%, is 
selling very low because of the recent break in 
the stock market (it is down to 82% from a 
high of 120). Earnings in 1918 were nearly 
$30 a share compared with $13.96 in 1917. 
Its weakness has been due in some measure 
to the general break in the market; but new 
vital factors, such as compatition from Hol- 
land, and fear that the dividend may be re- 
duced, do :btless also caurgd: its, decline. 


So wees: 
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fore the war American Sumatra usually made 
an indifferent showing, but the war eliminated 
the competition from Holland and added 
much impetus to its profits. Now it looks as 
if the company may not be able to do so well. 
Practically all its high grade tobacco has been 
sold and now the company is said to be hav- 
ing difficulty in marketing the low grade leaf 
due to the enormous competition in that field. 


CHALMERS COMMON 
Should Gain by Maxwell Merger 


Chalmers common stockholders should enter 
into the reorganization, as the combination 
of these two companies, if finally decided upon, 
will probably make for a stronger organiza- 
tion eventually, although for the present there 
will be little actual change, inasmuch as the 
Maxwell Company has leased the Chalmers 
Plant for several years. Chalmers will cer- 
tainly not be weakened by its affiliation with 
Maxwell because earnings were very good in 
1916 and 1917, though they were a disappoint- 
ment in 1918. Maxwell, in our opinion, is not 
so attractive as Willys-Overland but it has 
possibilities. 


BUTTERICK IMPROVEMENT 
Does Not Yet Assure Dividends 


Butterick has shown an improvement in the 
last year, its profits being over $400,000 com- 
pared with about $250,000 in 1917 and $300,000 
in 1916. The surplus has grown from $1,- 
600,000 in 1916 to $2,340,000 in 1918. The 
stock, however, has about doubled itself since 
1917, and sold as low as 7% in 1918. Divi- 
dends are still a long way off, we believe, 
and the shares are a speculation. 


AMERICAN BEET SUGAR 
Earnings Inadequate 


American Beet Sugar is not to be regarded 
as a conservative 8% investment. Although 
the future seems bright, on analyzing the in- 
vestment position for the past ten years we 
find that there was an average of less than 
914% earned per year, while the net tangibie 
assets behind the common stock amount to 
only $42 a share. The dividend record of the 
company Between 1910 arf 1914, inclusive, 
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was very poor, as dividends of 5% were paid 
in 1912 and 1%% in 1913. No other dividends 
were paid during that time. The dividend of 
8% for the last two years has hardly been 
earned, the total being about 14% for the 
two years against 16% paid out. On its in- 
vestment position the stock is high enough. 


INTERNATIONAL MERC. MARINE 
Peace Earnings in Doubt 


International Mercantile Marine common is 
a highly speculative stock and unsuitable for 
small investors. Earnings prior to 1915 were 
practically negligible. Earnings during the 
war period have averaged around 30% on the 
preferred stock and 20% on common stock 
(18.6% in 1918). Dividends of 19% in 1917, 
11% in 1918 and 16% in 1919 have been paid, 
but there still remain accumulated dividends 
of 57%. Nothing has ever been paid on the 
common stock. 

A short time ago it was announced that 
the company was to sell its British tonnage 
and dissolve, but on account of the protest 
made by the stockholders, the plan has been 
practically abandoned. It is said that many 
stockholders voted against the plan because the 
distribution of the company’s assets would 
have forced them to pay a heavy income tax. 
Earnings this year were said to be running 
at the rate of $18 a share on the common 
stock. 


HUPP MOTORS 
Price Discounts Prospects 


Hupp Motors is said to be operating at ca- 
pacity and the shares have had a remarkable 
advance on the New York Curb recently. The 
stock is, of course, highly speculative and we 
do not suggest its purchase at the present 
time. The company has no funded debt and 
the capitalization consists of $1,307,000 pre- 
ferred 7% cumulative convertible stock and 
$5,192,000 common (par value $10). Divi- 
dends on the preferred stock have been paid 
regularly since 1916, but the common stock 
has not received any dividerté qs yet although 
14% was earned in 1918. 





SUGGESTIONS IN REGARD TO INQUIRIES 


The heavy volume of inquiries which this publication is receiving makes it necessary to ask eur sub- 
scribers to co-operate with us in order that we may maintain and improve the high quality of service 


which the Investors’ Personal Service Department renders to our readers. 
1. Not more than three inquiries be submitted at one time. 


long list of securities, asking for an opinion on each. ; E . 1 
i t impossible to give the same the immediate attention necessary, without 


handles its inquiries makes 1 
slighting other inquiries. 
2. Trial subscribers are en 
3 


We therefore suggest that: 
Occasionally a subscriber sends in a 
The careful manner in which the Department 


titled to an opinion on ONE security, in terms of our “trial offer.” 
In case an immediate answer is desired on more than three securities, we make a charge of $1 


each’ for the additional number (but not to Investment Letter subscribers). 
4. Enclose stamp or stamped, self-addressed envelope. 


The above suggestions are drawn up 
inquiries which con 
SPECIAL 


for sueh work. We cémpile many reports 


form with them will receive first attention. . ; “ae 

ANALYTICAL SRFORTS—Weee & wen gem = a ~ we @ ~y 9 8 
i seourit bject, we will ased to submit an estimate o ¢ specia! 

ay ER fe cdenpile m8 ” of this kind which are highty valued by purchasers. 


for the benefit and protection of our subscribers and those 


cial 
arge 





BOND BUYER’S GUIDE 


Arranged by F. M. Van Wicklen 


rWiHIS table inciudes many of the active bonds listed in the New York Stock Ex- 

[chance They are classified but not necessarily recommended. An endeavor has 
been made to arrange them in the order of desirability as investments, based upon 
security of principal and income return. The arrangement belows attempts to bal- 

ance these two factors. This table appears in every other issue of this magazine. 


Approx. 
Price, 
Aug. 21. 
Approx. 
: Yieid, 
SSSRSSSSERSSASARSASARSSAS Aug. 21. 


Foreign Government Bonds Sgeond Grade: -L 
‘ *St San F. P. 4s, 1950 
o> Pag ag St. Ane 1937 Den. & R. Grande Cons. 4s, 1936 
me ss, Oct Ches. & Ohio Conv. ais, 1930 
I . 0 25. . 
2nd Ser. Ger. Stpd. ‘avs Ches. & Ohio Conv. 5s, ° 
So. Pac. Conv. 4s, 1929 
+So. Pac. Conv. 5s, 1934 
C. Rock I. & P. Ref. 4s, 1934 
+a & So. Ref. 4%s, 1935 
. Y. Cent. Conv. 6s, 
°P ere Marquette 1956 
Kans. C. So. Ref. 5s, 


Railroad Bonds Legal for New York State tiene a fs. 


Savings Banks C. C. & St. L. Gen. 4s, 
oy Grade: A Pacific 5s, 1946. 
. Mo. K. & Texas Ist 4s, 
“4 Pac. Ref. 4s, St. L. So. West. Ist 4s, 1989 
Pennsylvania en 


C. Burl. & Q., Ill. 3%s, 1949 than Gat” Pg 199 198d 
Len, & Merk. Unified 4s, Chic. Gt. West. Ist 4s, 1959 


"gee &. Pern > 1995. oie Ee Wen a 
Nor. Pac. P. L. 4s : “Ty 
C. & North West. Gen. 5s, 1987 Erie Conv, 4s, “D,” 1953 
+Union Pac. Ref. 4s, 2008 
Union Pac. Ist 4s, 1947 
N. Y. Cent. ist 3%s, 1997 
*Norf. & West. Cons. 4s, 1996 
Lake sere Ist 34%s, 1997 
M. St. & SS. Marie Cons. 4s, 19 
Illinois io. Ref. 4s, 1955 
Nor. Pacific Ref. 4%s, 2047 
Cc. M. & St. Paul Gen. 4s, 1989 
Del. & Hudson Ref. 4s, 1943 
Nor. Pacific Gen. 3s, 2047 
Gt. Northern 4s, 1961 
Penna. Cons. 4%s, 1960 
serend Grade 
& St. ‘Paul Conv. 4%s, 1932....... 
C u & St. Paul Conv. 5s, 2014 
& St. Paul Ref. 4%s, 2014 
X ¥ Cent. Ref. 4%4s, 2013. 
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3. a 5s, April, 
lbom. Canada 5s, April, 
Dom. Canada 5s, April, 
big x Cities 6s, Nov., 1919 
. K. Gt. Brit. & I. 5%s, 7" s 
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Industrial 


Western Elect. . one 
*Midvale Steel 5s, 88 
*Beth. Steel Ref. “ay 1942. shthaeincenkion 88% 
tCentral Leather Ist 5s, 
Va. Car. Chem, Ist 5s, 
Beth. Steel Ext. 5s, 
Armour R. E. 4%s, q 
ay Smelt. & Ref. Ist a. 1947 
Rep. 1. & Steel 5s, 1940 
+Lackawanna Steel Cons. 5s, 
U. S. Steel 5s, 1963 
National Tube Ist 5s, 
Indiana Steel Ist 5s, 
Wilson & Co. 6s, 1941 
*U. S. Rubber 5s, 1947 
Am. Cotton Oil Deb. 5s, 
Inter. Mer. Mar. 6s, ! 
Railroad Bonds Not Legal for New York State Gen. Elec. Deb. Se, 1952. .:.....0+ss000. 96 
Savings Banks Distillers Sec. 5s, 
First Grade: $Com. Tab. Rec. 6s, 
C. Burl. & Q. Joint 4s, 1921... Int. Agricul. Ss, 1932. 
+Union Pac. Conv. 4s, 1927.. Wilson & Co. 68, 1928. . 
Balt. & Ohio P. L. 3%s, Braden Copper 6s, 
Seaboard Air Line ise 4s, 1950 tChili \cooner 6s, 1932 
Col. & So. Ist 43, 1 Colorado Ind. 5s, 


Lake Shore Deb. “i oY. Fy Ss, 
Ore. Sh. Line Ref. ? 1929 Seas Oo: Debs b 6s, 1931 
Public Utility Bonds 


At. Coast L., L. & N 
*Am. Tel. & Tel. Coriv. 6s, 


Wabash Ist s, 1939. 
Balt. & Ohio Ist 4s, 1948.. 
1949. . *Am. Tel. Td. Coll. 4s, 
“Am. Tel, & Tel. Coll. 5s, 1946. . 


+Cent, Pac. Ref, 4s, 19 
*Virgmian Ist 5s, 1962 

sh. R.R. Consol. Gas N. Y. Conv. 6s, 1920 

*N. Y. Telephone 4%s, 1939 ae 

Int. Rap. Tran. Ref. 5s, 1966. 
Columbia Gas & Elec. 5s, 
Public Serv. C. N. J. 5s, 
New York Tel. 6s 1949. 
West. Union Tel. 4%s. 
Hudson & Man, Ref. 5s, 


5.60 
5.50 
5.50 
5.40 
5.35 
5.40 
5.20 
5.20 
5.20 
5.20 
5.05 
5.05 
5.05 
5.05 
5.45 
5.40 
5.40 
5.90 
5.35 
5.40 
5.25 
4.75 
8.00 
6.80 
6.90 
5.75 
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Ore.-Wa & N. ds 
Kan, City Term. 4s, 1 

Uchagh, Val a ‘ex o. & 
e alley 6s, 1928....... 

Yc Cent., L. S. Coll. 3%s, 

RS. Cons. 5s, 1995 

§Chic, Union a. se 1963 
Union Pac. 6s, 1928 

C. Rock I. & P. Gen. 4s, 1988 
Illinois Cent. 5%s, 1934 
Cent. of Ga. 6s, 1929 


Balt. & Ol - 6s, 19 
tReading y ae 
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Current Bond Offerings 


Briefly Discussed and Analyzed 


ISSUE. 


Government and Municipal: 
City and County of San Francisco Water 4%s.... 
City of Toledo Street and Park 5 
City of Richmond Street and Park 4%s 
Pope County, Ark., Road Improvement 5%s 
New Hanover County, N. C. School 5s 
Logan County, Ohio, Road 5s 
Industrial: 
American Cotton Oil, five-year 6% notes 
Susquehanna Silk Mills 6% serial notes 
Newnort Company three-year First 6s 
Empire Gas & Fuel Convertible 6% notes 
Barnsdall Oil Co., 6% serial notes 
Rainey-Wood Coke Co., First Serial 6s 
Atlantic Navigation Corporation, First Serial 6s.... 


YIELD TO 
MATURITY 


OFFERING 
PRICES 


95.13@98.71 


MATURITY 
1924-51 
1920-29 & 1949 
1929 
1926-49 
1921-44 
Jan. & July, 1920-29 


‘4 
101.45@103.75 
100.38 @ 102.89 


1924 
1922-25 
1922 98% 
1924 97% 
Sep.1919-May,1922 ......++.++ 
1920-29 100 
1920-29 97.80@99.71 


97% @99% 


Guaranteed 5%4% Mortgage Cert. Oct. and Apr., 1921-24, 5.25e, 100. 


(a) Exempt from Federal Income tax, including surtax. 


(b) Company pays normal income tax to the 


amount of 2%. (c) Exempt from Federal, State and Municipal taxation as to interest and principal, excepting 


estate and inheritance taxes. 
$160 dcnominations. 


AMERICAN MUNICIPALS. All of high grade 
character, excepting the Pope County, Ark., Road 
5s, which are, however, of substantial investment 
quality. Yield of San Francisco 4%s very attrac- 
tive.for a high grade municipal issue. City of Rich- 
mond 4%s, registered bonds in denominations of 
100 or multiples thereof. Yield of New Hanover 
County School 5s, also very attractive. 


AMERICAN COTTON OIL 6% notes. There are 
$10,000,000 of these notes to be issued to retire a 
like amount of notes maturing in September, 1919. 
During the past ten years net earnings have aver- 
aged nearly five times the average fixed charges for 
the same period. Net earnings for the year ended 
August 31, 1919, showed a substantial increase over 
the preceding year. Net current assets as of June 
30, 1919, amounted to $19,000,000. Company cove- 
nants that it will retire annually $500,000 par value 
of these notes either by purchase at not over 102, 
or by call at 102. No mertgage lien can be placed 
On property without written approval of at least 
80% of noteholders. An attractive short term issue. 


SUSQUEHANNA SILK MILLS 6% notes. Com- 
pany established in 1896 when first mill was built. 
Company in present form incorporated in New York 
in 1908. Property has shown steady expansion, and 
is stated to be today the largest manufacturer in 
the world of silk-mixed goods which are mostly 
medium priced and for which there is a stable de- 
mand. These notes will constitute the only funded 
debt outstanding in the hands of the public. Interest 
charges earned with very wide margin for a number 
of years. Proceeds will be used to purchase raw 
materials and to complete construction of new build- 
ings and purchase new equipment. Yield 634 to 
6% %, according to length of maturity. 

NEWPORT COMPANY FIRST 6s. Company is 
one of the most important manufacturers of dye- 
stuffs in the United States, and is the largest pro- 
ducer of wood distillates in the South. Has a num- 
ber of plants which have been in operation for a 
number of years. Interest charges earned nearly 
7% times in the past two and a half year period. 
Authorized, $5,000,000; issued, $2,500,000. Direct ob- 
ligation of the company, but additionally secured 
by controlling interest in the Milwaukee Coke & 
Gas Co., which has book value of about $3,500,000 


(d) Available in $1,000 and $500 denominations. 


(e) Available in $500 and 


Controlled property has paid dividend amounting to 
100% on its stock in past seven years. 


EMPIRE GAS AND FUEL CONVERTIBLE 6% 
NOTES. Company ranks among the largest pro- 
ducers of high-grade crude oil in the world. Is a 
complete unit in the oil industry. Properties con- 
stitute substantially all petroleum and natural gas 
subsidiaries of Cities Service Co., operating in Kan- 
sas, Oklahoma and Texas. Earnings cover interest 
charges with wide margin. Convertible into 8% cu- 
mulative preferred stock of company at par. Un- 
seasoned issve, but, stated to have good prospects. 
Dividend requirements covered about six times over. 
Estimated value of assets very considerable, and 
reserves stated to be extensive. Both notes and pre- 
ferred stock of fairly good investment character, 
but as yet in the unseasoned class. Registered notes 
available in $500 and $100 denominations, and in 
terest payable nonthly. 


ATLANTIC NAVIGATION CORPORATION 
FIRST 6s. Interest and principal guaranteed by At- 
lantic Fruit Co., of N. Y. Guarantor’s earnings am- 
ple to cover interest and principal charges with very 
wide margin. $1,300,000 of bonds issued secured by 
first mortgages on six steel freight vessels. Issue 
floated to complete two of the vessels. Total loan is 
only 42% of the actual market value of the security. 
Insurance policies covering every possible loss are 
deposited with the trustee for the protection of the 
bonds. House floating issue has had fine success 
with other flotations of this general type. The $500 
bonds all mature in 1926. 


N, Y. TITLE & MORTGAGE CO GUARAN- 
TEED FIRST MORTGAGE 5%% CERTIFICATES, 
SERIES O. One of the guaranteed mortgages se- 
cured on valuable New York City real estate. Interest 
and principal guaranteed by one. of the leading firms 
dealing in this type of investment. Total issue, 
$275,000, of which $263,000 comes due in April 1924. 
Secured by first mortgage on property at 118-126 
West 70th St., which is valued at $460,000. Cer- 
tificates available in amounts of $100 upward. Legal 
investment for trustees, executors, administrators and 
guardians, Free from personal property tax in New 
York. Interest payable June and December 1. Yield 
5.25%. A very attractive investment for persons 
interested in this type of holding. 





Motor Industry Faces Era of Prosperity 


Plant Enlargements Under Way to Care for New Business—Prospects 
of General Motors, Pierce-Arrow and Studebaker 
By ARTHUR C. WATT 


LL signs at present point to 1920 being 
A a record breaking year in the automo- 
bile industry of the United States. 

Starting 1919 with a shortage estimated 

it from 700,000 to 1,000,000 passenger cars, 
nthusiasts proclaimed that production this 
ear was going to break all previous 
records—but with nine months already out 
of the way, it is considered unlikely that 
very many manufacturers will realize the 
nnual output (in some cases by about 50 
per cent), which was anticipated by them 
last January. 

It is pointed out in this connection that 
resumption on a norm basis required more 
time than was expected, owing to the inade- 
quacy of the skilled labor supply and lack of 
housing facilities for mew employees. 
While labor troubles of any importance 
have not been experienced by very many of 
the automobile companies, yet a number of 
them were more or less hampered in their 


operations by delayed deliveries of equip- 
ment, some or all of which is supplied by 


outside manufacturers, who have been 
flooded with orders. 

The situation is so adjusting itself, how- 
ever, that barring labor troubles of any 
serious character, 1920 will open with even 
a much greater shortage than 1919 when it 
was claimed there was a scarcity of more 
than 700,000 cars . 

It is estimated that passenger car produc- 
tion for the last three years was as follows: 

1,493,617 

1,740,792 

926,388 

1919 (Estimated) 1,500,000 

Output this year is expected to run not 
much above 1,500,000 machines, and using 
five years as the life of an automobile, with 
the amount of scrapped cars for the same 
period averaging close to 1,500,000 an- 
nually, it is apparent that the normal in- 
crease in car owners plus the requirements 
of foreign buyers is going to tax manu- 
facturers to the limit in 1920. Judging by 
the condition of the “used car” market 
(which is an excellent index of the motor 
situation) the estimated average number of 
cars “scrapped” is largely theoretical as 
almost anything with wheels now is in ur- 
gent demand at good prices. 

The road-building campaigns all over the 
country also should be in full swing next 


year, and good roads blaze the way for new 
“joy-riders.” 

A large number of the factories already 
are preparing for heavy production in 1920 
and in some cases plant facilities will be 
doubled. The domestic demand for ma- 
chines has been so great that comparatively 
few of them have been shipped abroad—in 
fact, only about enough to maintain good 
will for future sales. The prospective tariff 
policy of European nations may have an 
important bearing on our export trade but 
it is not now regarded as a determining 
factor in developing American automobile 
business in those countries, owing to the 
low cost at which our manufacturers can 
produce good cars. 

The truck business shows signs of re- 
covering from its “over-supply” condition 
earlier in the year, and while this feature 
is not being overlooked by manufacturers, 
production is being centered upon passenger 
cars for the present. The saturation point 
logically must come some time, but with 
money being spent freely and liberally by 
so many people and with the opportunities 
in the export field, it appears that the “day 
of reckoning” for auto production is several 
years distant. On this point, William C. 
Durant, president of General Motors, re- 
cently stated, in effect, “there will be 
15,000,000 motors operating in the United 
States within twenty years” or about three 
times the estimate of the number now in 
service. Some “ups and downs” will na- 
turally come in the industry during that 
period, however. 

Last, but not least by any means, the 
current price trend of cars continues upward, 
quite a number of manufacturers having 
announced higher prices coincident with 
bringing out new models during the last 
few months and the companies that have 
not yet advanced prices in alli likelihood 
will do so by November next. 

An outline of the activities and prospects 
of several companies who are developing a 
large increase in production, with the con- 
sequent favorable effect upon earning 
power follows: 


General Motors 


Standing head and shoulders above all 
others in the motor group is General 
Motors—and judging by the magnitude of 
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peat sco plans under way and in pros- 
pect, Commodore Peary’s battle cry at Lake 
Erie of “We haven’t begun to fight!” can 
be aptly transposed to Generals Durant and 
DuPont’s motor slogan of “We haven't be- 
gun to build!” 

In July, 1916, capitalization of the com- 
pany was $60,000,000 divided into. $40,- 
000,000 of common and $20,000,000 of pre- 
ferred. Within the next several months, 
the capitalization was increased to $102,- 
000,000 and then to $200,000,000 in March, 
1918. In August of that year, capitaliza- 
tion was again increased, this time to $300,- 
000,000 ; in December it was raised to $370,- 
000,000 and finally in June to $1,020,000,000. 

According to latest reports, present capi- 
talization consists of $500,000,000 of com- 
mon stock, $147,424,800 of debenture 6 
per cent stock, $61,565, 200 of which is out- 
standing, and $20,000,000 of 6 per cent pre- 
ferred, outstanding shares representing 
$16,037,700. Total outstanding capitalization 
was $252,653,800 as of May, or in the 
neighborhood of 25 percent which however 
is selling on a market basis of considerably 
greater value. A liberal amount of un- 
issued stock is on hand therefore to pro- 
vide for further expansion purposes and if 
developments are in keeping with President 
Durant’s recently quoted views of the in- 
dustry’s future, it will be fully required. 

The tremendous increase in capitalization 
was in accordance with the extremely rapid 
development of the company which ac- 
quired various manufacturing concerns 
from time to time, including the Buick, 
Cadillac, Chevrolet, Oakland, and Scripps- 
Booth Motor Companies, Olds Motor 
Works, Champion Ignition Company, 
United Motors, with its string of equipment 
companies, Samson Tractor Company, etc. 
In addition, General Motors is building 
the refrigerating machine “Frigidaire,” the 
principles of which can likely be adapted to 
almost any use, ranging from strictly 
refrigeration purposes to means for cooling 
rooms, offices, etc. Backed by the aggres- 
sive G. M. C. management, this department 
of the business alone promises to be of sen- 
sational development over the next several 
years. 

To further the sales of its various cars, 
and tractors, the G. M. C. interests organ- 
ized the General Motors Acceptance Cor- 
poration. This concern practically relieves 
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the G. M. C. and other dealers, as well, from 
carrying deferred payments of their cus 
tomers thereby enabling a dealer to turn 
his capital more frequently. The Corpora- 
tion was organized early in 1919, but al- 
ready is well under way and presumably is 
in position to discount later, acceptances 
arising from other.than motor transactions. 


Enlarging Plant Facilities 


In April 1919, General Motors announced 
plans for plant extension involving the ex- 
penditure of $43,000,000, which compares 
with property account (after depreciation) 
on March 31 of $77,964,991. Of this money 
about $30,000,000 will be spent in Michigan, 
including a big plant and office building in 
Detroit, work on which is under way. The sum 
of $6,000,000 will be used in expanding the 
company’s subsidiary, the McLaughlin- 
Buick Company at Walkerville, Ontario. 
More than $4,000,000 will be used in con- 
structing a new factory at St. Louis; and 
a similar amount is allotted for plant exten- 
sion at Janesville, Wis., where the “Sam- 
son” farm tractors will be manufactured on 
a large scale. 

The foregoing represent some of the 
nore important construction projects which 
should be in operation in 1920, and fore- 
shadows a large increase in the earning 
power of the numerous subsidiaries, aside 
from greater development of the export 
field, all of which will benefit the income 
account of General Motors. 


Production and Earnings 


Manufacturing capacity of General 
Motors plants for the automobile year from 
July 1, 1919, to June 30, 1920, is officially 
stated to be as follows: 


—a grand total of 512,000 passenger cars. 
Truck capacity for G. M. C. and other 
models is 40,000; Samson Farm Tractors, 
25,000; Farm Implements, 75,000, making a 
total of 652,000 vehicles and implements, 
which compares with 246,834 sold in 1918. 





Passenger Automobile Production 
in. U.S. 














MOTOR INDUSTRY FACES ERA OF PROSPERITY 


With an acute shortage of motor vehicles 
in prospect for an indefinite time, General 
Motors’ only apparent difficulty will be that 
of securing the necessary number of em- 
ployees to permit it to reach capacity 
operations. 

The foregoing is exclusive of the growing 
capacity of General Motors’ units manufac- 
turing Delco and Remy starting and light- 
ing systems, Hyatt and New Departure 
bearings, Harrison radiators, and numerous 
other important parts, one or more of which 
is said to be standard in practically every 
make of car in this country. 

Net profits for the last five years are in- 
dicated by the figures in the accompanying 
table. 

It will be noted that the provision for 
Federal Taxes was unusually heavy in 1918 
but the inclusion of the “extraordinary ex- 
penditures” item does not permit one to 
ascertain the tax proportion. 
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will cut this down considerably of course, 
but all dividend requirements should be 
taken care of quite easily—and then some. 


Dividends 


Dividends at the rate of 12 per cent per 
annum are being paid on the common stock 
which at around current market prices 
($230) returns a yield of around 5 per cent. 

On an investment basis, the 6 per cent 
debenture stock seems mere attractive. Divi- 
dends are not only cumulative, but if 
unpaid for six months, the holders of the 
debenture stock “shall have the exclusive 
right of voting on all questions to the ex- 
clusion of the holders of the common and 
preferred stock until the Corporation shall 
have paid all accrued dividends on the de- 
benture stock.” This issue is redeemable 
after November I, 1919, at $115 a share 
and although there is a large amount of the 





GENERAL MOT 


Net Profits 
$7,947,413 
14,926,322 
29,146,108 
34,634,854 
35,504,576 


*Years ended July 1. tYears ended Dec. 31. 





After allowing for dividends on the 6 
per cent preferred and debenture stock, in- 
dicated earnings on the common were 
equivalent to around $8.75 on the $147,- 
379,900 outstanding of that issue, compared 
to about $34.30 for the $76,873,300 common 
in 1917. 

Net earnings for the first three months 
of 1919, before taxes, were a little more 
than double those for the same period in 
1918. This is a remarkable showing when 
one considers that the company and its sub- 
sidiaries were engaged largely on war work 
when the armistice was signed in Novem- 
ber, 1918. Allowing for the added ef- 
ficiency of quantity production, it has been 
estimated that General Motors will show a 
net for this year of around $75,000,000, or 
more than double the 1918 figures. Taxes 


ORS CORPORATION 
Federal Taxes 
and Extraordinary 
Expenditures 
$90,852 
5,254,713 
317,603 
156,712 
20,113,548 


General Motors 
Proportion after 
Taxes and Expenditures 

$7,249,733 
27,389,737 
28,789,560 
14,457,804 
14,825,530 





stock in the treasury, additional shares are 
to be issued only when the net assets of the 
company amount to 150 per cent of the par 
value of all debenture stock outstanding. 
It also has preference over the common as 
to assets in case of dissolution of the cor- 
poration, etc. As present equities are bet- 
ter than two to one, and plants and their 
equipment have been maintained at a high 
state of efficiency, after allowance for liberal 
depreciation, it would seem that the de- 
benture stock selling around 87 and yielding 
about 634% represents a satisfactory in- 
vestment for a business man. 

The common is more speculative, of 
course, and its sharp market swings afford 
numerous trading opportunities. Opinions 
differ as to whether it eventually will sell 
as high as some optimists claim, but one 





Motor Truck Production in U.S 
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thing seems certain at this writing—this is 
that the completion of the corporation’s ex- 
tensive construction projects will largely in- 
crease its earning power over the next year 
or two, and market prices usually discount 
these conditions well in advance. 

Another phase not to be overlooked is the 
successful record of the Durant-Dupont in- 
terests in accomplishing big things in a big 
way. Their apparent efforts to make 
General Motors a “self sufficient” organiza- 
tion have given rise to rumors of its ac- 
quiring additional units to round out the 
general plan, all of which are constructive 
factors of high importance. 


VIEWS IN ONE OF THE STUDEBAKER PLANTS, THE PHOTOGRAPH 
THE PARTIALLY COMPLETED REAR AXLE ASSEMBLY, WHILE 


THE PROGRESSIVE 
Pierce-Arrow 


Recent announcement that John C. Jay, 
Jr., of Geo. W. Goethals & Company, had 
been elected president of the Pierce-Arrow 
Motor Car Company stimulated favorable 
interest in the latter company’s future. 

Owing to having devoted much of its 
energies to manufacturing trucks for war 
purposes and tooling up facilities to manu- 
facture airplane engines, the signing of the 
armistice last November, with the attendant 
government cancellation of orders, placed 
the company in rather a trying condition 
insofar as resuming normal operations was 
concerned—particularly with regard to se- 
curing materials for building either pas- 
senger cars or additional trucks. 

Revival of the demand for passenger 
cars and the high prestige in which the 
“Pierce-Arrow” cars are held piled up 
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orders far in advance of the company’s then 
extremely limited productive facilities and it 
has experienced difficulty in getting back to 
normal conditions as soon as some other 
motor concerns. 

“Pierce-Arrows” are to a great extent 
“hand-made” and with the attendant req- 
uisites of a highly skilled organization, 
quantity output, therefore, has not been pos- 
sible. In normal times, an average of only 
about 100 cars is produced monthly and ef- 
forts are now being made to increase this 
output as quickly as possible owing to the 
generally unsatisfactory condition of the 
truck market so far this year, which, how- 


ON THE LEFT SHOWS 
THE OTHER SHOWS 
ASSEMBLY 


ever, is regarded to be more or less 
temporary. 

At any rate, activities will be centered 
upon increased passenger car production and 
with this in view a substantial enlargement 
of present facilities is planned. This proba- 
bly will involve new financing but to what 
extent has not yet been announced. 

In order to conserve working capital, the 
August 1, divided payment on the common 
stock was suspended, relative to which it 
was Officially stated “net earnings cannot be 
expected to continue as in the past until the 
transition to a peace basis has been accom- 
plished. The company’s war orders have all 
been completed, and it will now develop its 
business on the lines of normal commercial 
needs. On July 1, 1919, the company’s bank 
loans were $2,150,000 and its cash on hand 
exceeded this sum.” 


FINAL 





MOTOR INDUSTRY FACES ERA OF PROSPERITY 


Bank loans had been cut down nearly 
$1,690,000 since December 31, 1918, accord- 
ing to the above figures, and as common 
dividend requirements had amounted to 
$1,250,000 a year, the conservation of cash 
ordinarily applicable for that purpose was 
good business policy. 

Capitalization and Earnings 

Pierce-Arrow capitalization consists of 
$10,000,000 of 8 per cent cumulative pre- 
ferred stock and 250,000 shares of no par 
value, all of which are outstanding. 

Net profits, after allowing for all taxes 
and making generous allowance for depre- 
ciation, were $3,598,747 in 1917 and $2,76s,- 
740 for 1918—equivalent to $11.19 and $7.86 
a share, respectively, for the common stock, 
after deducting preferred dividend pay- 
ments, compared with dividends of $5 a 
share paid on the common. 

Earnings on the same basis for the com- 
mon during the first three months of 1919 
amounted to $1.47 a share and for the quar- 
ter ending June 20, were $1.70 a share. 
These earnings are at the annual rate of 
only $6.34 a share as compared with ap- 
proximately $11.20 a share last year, in- 
dicating that considerable pressure will have 
to be placed on earning power to even equal 
last year’s showing. 

Tangible equities behind the preferred 
were equivalent to about $180 a share and 
around $22 a share for the common on 
December 31, 1918. Patents, trade-marks, 
etc., are carried at only $2, although these 
items plus good will could properly be sub- 
stantially capitalized owing to their manu- 
facturing and sales value. During the war, 
engineers of the company perfected a dual 
valve motor which, it is said, “would have 
created a decided sensation but its features 
have been overshadowed by war conditions.” 
This innovation, with its advantages to the 
car owner, will add to the company’s pres- 
tige and what is more important, enable it 
to secure a higher price for the new model 
than probably would be possible otherwise. 

Preferred Stock Attractive 

Dividends on the preferred are cumulative 
but the 8 per cent rate has been paid regu- 
larly. It is not thought likely that the com- 
pany’s new financial policy will have any 
adverse effect on the current rate. In ad- 
dition to being well protected by equities and 
earnings, the senior issue is subject to re- 
demption at 125 and accrued dividends. It 
also is convertible into the common share 
for share, but this privilege has had no value 
so far, as $51.75 (in 1918) is the highest 
price at which the common ever sold. 

Another provision surrounding the pre- 
ferred is “no holder of stock of whatever 
class has any right of subscription to any 
stock or to any issue of securities converti- 


847 


ble into stock issued for property acquired, 
and no holder of preferred stock has any 
right of subscription to any stock or to an 

issue of securities convertible into stoc 

sold for cash unless such stock or the stock 
into which such securities are convertible 
be preferred stock.” 

The entire issue was sold at 107 in De- 
cember, 1916, by the underwriting syndi- 
cate, since when the shares have sold as 
low as 88 (in 1917). Market low this year 
is 101%, which compares with present quo- 
tations of around 106 and investment yield 
of about 7% per cent. 

The common has moved more violently, 
having scld in 1919 as low as 38% and as 
high as 6654. It is quoted at this writing 
around 52, which seems about high enough 
just now in view of prospective new financ- 
ing and the improbabil.ty of dividend re- 
sumption for some months to come. 
Pierce-Arrow, as a producing concern, has 
not kept step with the terrific strides made 
by the automobile industry, but this situa- 
tion apparently is about to change for the 
better. 


Studebaker Motors 


Studebaker is another concern which is 
gathering a production momentum, the full 
force of which should make itself felt in 
1920. 

Output for the first six months of 1919 
is said to have been about 17,000 cars but 
the rate since then indicates an increase of 
around 50 per cent for the remainder of the 
year—or a production of at least 40,000 
cars for 1919 aside from horse-drawn vehi- 
cles, etc. This compares with 23,865 in 
1918; 42,360 in 1917 and 65,885 in 1916—a 
record year. 

Additions to plants at South Bend, In- 
diana, involving expenditures of $10,000,000 
or over are expected to be completed in 
January, 1920, and should be tooled up 
for production about the time the spring 
buying wave is on. 

Operation of these new units will bring 
capacity up to more than 75,000 cars per 
annum with prospects of a further increase 
if other talked of construction plans ma- 
terialize. 

This indicates very clearly that Stude- 
baker is determined to reach its “place in 
the sun” in the low-priced motor field, 
which heretofore has proved so profitable 
to others, and is bending every effort to- 
ward standardizing manufacturing opera- 
tions with the idea of insuring continuous 
capacity output. Severe competition, how- 
ever, its going to be encountered by the 
Studebaker organization. Nevertheless, it 
should give a good account of itself, as cer- 
tain heretofore “objectionable” features of 
former models will be eliminated. 
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Capitalization and Earnings 

Studebaker’s capitalization consists of 
$15,000,000 of 7 per cent cumulative pre- 
ferred, $2,725,000 of which have been re- 
deemed leaving $10,775,000 outstanding and 
$30,000,000 of common. There are also 
$15,000,000 of 7 per cent serial notes 
(issued in December 1918) payable in vari- 
ous annual instalments beginning on Janu- 
ary I, 1921, and continuing until January 1, 
1929, unless sooner redeemed. ‘These notes 
are direct obligations but are not secured 
by any mortgage, and provision is made 
that the corporation will always maintain 
its cash and quick assets in a sum to equal 
at least 175 per cent of the aggregate 
amount of all its liabilities. 

Earnings on the preferred and common 
stocks compare as follows for the last five 
years: 


Preferred Common 


This is an average of better than 17 
per cent annually for the common. 

Earnings for the first six months of 1919 
are officially said to have amounted to 10% at 
the common after taxes, and as production is 
speeded up and car prices advance the total 
for the year probably will be above $8,- 
000,000, which, after all taxes, preferred 
dividend and debenture interest require- 
ments, etc., should leave about $20 or up- 
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wards for the common stock. This evidently 
is one of the big factors underlying the 
sensational market advance earlier in the 
year from around 45 a share to a high of 
124%. 

A preferred dividend of 7 per cent has 
been paid regularly to date. The current 
rate on the common is 4 per cent which also 
was paid last year, compared to 7 per cent 
in 1917 and 10 per cent in 1916. Although 
no official intimation of such purpose has 
yet been made, it would seem that an in- 
crease in the rate is in order after the 
present construction campaign is completed. 

Regardless of this probability, the com- 
mon appears to have attractive speculative 
possibilities over the next six or twelve 
months. Tangible equities behind the issue 
amounted to $99.88 a share on December 31, 
1918, or a total book value of around $166, 
including good will, etc. Based upon this 
and indicated profits for 1919 plus increased 
earning power in 1920, the common would 
be warranted in selling at higher levels than 
now prevail ($99). 

It already has experienced a sharp de- 
cline from the high earlier this year and 
while reactionary tendencies may continue 
for a time in line with the present general 
market trend, the stock is in position to re- 
spond quickly with any turn for the better. 

However, for investors who prefer peace 
of mind and safety of principal, either the 
7 per cent notes selling around par, or the 
preferred in the neighborhood of 102, yield- 
ing, respectively, about 7 per cent, are more 
desirable purchases at this time. 





AMERICAN BANKING IN CHINA 


T HE following is an extract from a recent 
letter received from a_ well-informed 
American business man in China. It con- 
firms the views expressed in this publica- 
tion a short time ago by Orin DeMotte 
Walker: : 

“It is a crying shame that some American 
institution does not come out here and run 
an honest to goodness American bank. I 
find that all my articles on American bank- 
ing and business in the Far East have been 
republished not only in Japan but here in 
China and that most of them have been 
translated into Chinese and published in the 
Chinese newspapers. 

“There is in process of organization here 
a Chinese-American Bank, which has taken 
over the old Dutch-Asiatic Bank building 
here in Peking. I have not yet learned who 
are the American bankers in the proposition, 
but I have been given to understand that 
they are a group of small banks at home. 
The Americans and the Chinese are to raise 
two million five hundred thousand each. 
The Chinese here have already put up their 


money and are now waiting for the Ameri- 


cans. They hope to open for business in 
October. The bank has secured a special 
charter from the Chinese Government, 
which they say will fully protect the Ameri- 
can interests. The bank has been organized 
to offset the activities of the Japanese- 
Chinese Bank and its Chinese stockholders 
are largely officials connected with the 
present Government. 

“I find that the British commercial in- 
terests have organized a very large British- 
Chinese Co-operative Trade Development 
Company and nearly all of my Chinese of- 
ficial friends here are mixed up in it. 

“The anti-Japanese boycott in China is 
still going strong, though the Government is 
trying to put it down, saying that they have 
dismissed the three men who were said by 
the students to be traitors. The strange 
thing is that the students did not get time 
enough to catch the real ring-leaders in the 
sell out to the Japanese, but it is stated here 
that the student movement really had its 
inception in the Government headquarters.” 





Railway Steel-Spring vs. Pressed Steel Car 
Which? 
Equipment Outlook— Superficial Similarity of These Equipments— 


Causes for Price Differences Analyzed—Switch 
Recommendations 


By W. L. RANDOLPH 


MERICAN railroad equipment has de- 
A teriorated under the great strain of 
the last few years and the inability of 
the roads to meet the proper maintenance 
requirements. European roads are in even 
worse condition in this respect and the re- 
habilitation of the railroads is rightly 
regarded as a prime requisite for the re- 
storation of that continent itself. Partially 
developed countries like those in South 
America, China, etc., were hindered in their 
progress during the war and are likely to 
come into the market in a big way. 
Because they both pay $8 annually on 
their common stocks and are in the long run 
influenced by the same considerations, Rail- 
way Steel-Spring and Pressed Stee! Car, 
two popular issues in this group, are usually 
classed together. Those who are about to 


make a commitment may be puzzled as to 


which they should choose, while those al- 
ready owning one or the other of them are 
prone to consider the advisability of a 
switch. To help solve these questions is the 
object of this article—although the method 
used in deciding which stock is preferable is 
believed to be of general interest also. 

Table I indicates there is little to choose 
between the capitalization of the two com- 
panies. 

Western Steel Car & Foundry, whose 
bonds represent the only funded debt of 
Pressed Steel Car, is a large subsidiary of 
the latter company, which owns all of the 
former’s stock. About a year ago there 
was some talk of a plan for the retirement 
of the preferred stock of Pressed Steel Car 
and at the time it was also thought that 
ome plan might be agreed upon to include 

consolidation with Western Car & 
‘oundry. Since then the matter seems to 
have been dropped. There has been no 
hange in Pressed Steel Car’s capitalization 
tructure for some years. 

Railway Steel-Spring, however, has made 
important changes in its capitalization re- 
cently and last year the company wiped out 
its funded debt when the outstanding La- 
trobe Plant 5s and the Inter-Ocean Plant 
ss were retired. The manner in which the 
bonded debt outstanding was steadily re- 
duced each year since I911 evoked much 


favorable comment. In 1912 bond interest 
reached $337,175, an amount almost equal to 
one-half a year’s dividend requirements on 
the preferred. It is evident that the elimin- 
ation of fixed charges has greatly improved 
the company’s position. 





TABLE I—CAPITALIZATION 
(000 omitted) 

Pressed Steel Car 

Author- 
ized 
Western Steel Car & Foundry 
5s, due January 1, 1948 
Preferred 7% non-cum. ($100). .$12,500 
Common ($100) 12,500 
Railway Steel-Spring 

Preferred 7% cum. ($100) $13,500 
Common ($100) 13,500 


Ont- 
standing 


12,500 
12,500 


$13,500 
13,500 





Manufacturing Profit 


Pressed Steel Car’s manufacturing profit, 
or operating income compared with Rail- 
way Steel-Spring’s, is decidedly unfavor- 
able. The figures, because of differences in 
accounting methods, do not perhaps repre- 
sent an altogether exact comparison, but 
they are a fair approximation and exhibit 
the tendencies of both companies. In 1918 
Pressed Steel Car’s gross sales were not 
made public, but in view of the poor show- 
ing in 1917 gross sales must have been the 
largest in the company’s history in order 
for it to have earned almost 25 per cent. on 
the common stock. 

In 1917 it was suggested that the com- 
pany’s labor troubles were exceptionally 
bad, but regardless of this the results since 
1912 clearly indicate that Railway Steel- 
Spring is able to save a much greater per- 
centage out of each $1 of gross for net 
profit. Whatever the reason may be, it is 
the results in which stockholders are 
primarily interested and Pressed Steel Car 
will have to improve its poor margin to 
keep pace with the other equipment com- 
panies. 

The ratio of working capital to gross 
sales or income, another important standard 
in determining the financial strength of a 
corporation, also testifies in favor of Rail- 
way Steel-Spring. In the years preceding 
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the war Railway Steel-Spring’s ratio was 
abnormal and indicated “too much of a 
good thing.” This was the result of the 
stagnation of business in general at that 
time and especially in the equipment line. 





TABLE Il—Operating Profit 
Railway 
Steel-Spring 
Per Cent. 


Pressed 
Steel Car 
5t 


*Figures for gross sales not available. +Fig- 
ures for operating profit not available. t{Fig- 
ures for total income used. 





In this connection it may be remarked 
that whereas a ratio of 20 per cent. may 
not be sufficient for most industrials, the 
railway equipment companies, because of 
conditions peculiar to that industry, all 
have a comparatively low proportion of 
working capital. In the railway equipment 
business little money is generally tied up in 
accounts receivable because the railroad 
companies usually make payments with 
readily discountable notes. 

Another feature may be noted. The 
graph shows that the working capital ratio 
has grown smaller since the beginning of 
the war; however, this is not alarming. A 
study of the balance sheets of twenty repre- 
sentative American industrial corporations 
reveals a marked decline in the ration of 
working capital to gross income for the last 
five years, due to the almost universal ex- 
pansion in business. 

Earnings and Dividends 

The earnings of both companies in the 
pre-war period were such as to preclude 
dividend possibilities on the junior issues. 
Business in general was in a depressed state 
during these years and the railroads, with 
which the equipment companies are of 
course intimately connected, were rapidly 
reaching the stage, under a provincial and 
narrow system of regulation, which led to 
Government control to prevent an imminent 
debacle. In the last three years, however, 
earnings have been substantial and the out- 
look (those who desire to keep in touch 
with current developments should carefully 
read “Trade Tendencies” in each issue of 
the Magazine) has been reflected by steady 
advances in the prices of the companies’ 
securities so that the market places them in 
the category of “business man’s invest- 
ments.” 
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The results of last year deserve more 
detailed consideration. Pressed Steel Car’s 
income applicable to common dividends in- 
creased from only $17,352 in 1914 to $3 
950,786 last year, but net current assets in 
the same period grew to the extent of 
$1,480,615. Inventories were reduced from 
$6,180,427 in 1917 to $3,364,579 last year, 
the stocks of raw materials at the end of 
the year being at the lowest levels in the 
history of the company. Then this condi 
tion was viewed favorably, but whether or 
not it has so turned out is problematic, 
depending to a large extent on the amount 
of materials purchased in the first few 





TABLE IlI—Earnings and Dividends 
Railway Steel-Spring Pressed Steel Car 
Earned on Earned on 
Common Paid Common Paid 
PerCt. PerCt. PerCt. PerCt. 
a= -16 i 
2 10.56 3 
i 14 red 


on 3.60 
1% 15. 
5 


4\ 


10.04 7 
24.61 7% 


18.33 5% 





months of the year, for prices since have 
risen drastically. It will be recalled how 
bearish American Hide & Leather’s larg 
inventory was looked upon and how 
quickly it became the most bullish argu 
ment on the shares. 

Securities and stocks owned by Pressed 
Steel Car increased from $3,334,076 ix 
1917 to $5,233,669 last year. Notes receiv 
able increased over $3,000,000, reaching a 
total of $8,473,274. Cash on hand showed 
a negligible advance of $377,647, totaling 
$2,436,005 at the end of the year. The an- 
nual report speaks of “ample reserves” for 
taxes, but the balance sheet fails to disclos« 
an item of this nature outside of $30,422 
covering “taxes not accrued” and a “con 
tingent reserve” of $800,000 established in 
I91t. It may be that the increase of about 
$500,000 in the “accounts and bills payable’ 
item explains a big part of last year’s 
federal taxes. 

Pressed Steel Car’s statements have bee! 
criticised because of their incompletenes: 
giving rise to a great deal of conjecture 
It has also been charged that the statement 
were used to further the designs of the s« 
called “Pressed Steel Car crowd.” 

Off hand, Railway Steel-Spring’s earn- 
ings on the common show a decline from 
those of 1918. However, a special reserv« 
of $2,000,000 which alone is equivalent t: 
around $15 appeared last year. This would 
indicate that earnings were a little in ex 





RAILWAY STEEL-SPRING 


cess of those for 1917. The balance sheet 
yws that securities held increased from 
533,254 to $5,337,226, of which $4,500,- 
—the ample reserve established to cover 
federal taxes—is represented by Govern- 
nt securities. Inventories of $5,275,033 
»wed some increase, but as stated before, 
iether an increase or decrease in this 
iiem was beneficial cannot yet be deter- 
ined. The cash account almost doubled, 
increasing from $857,906 to $1,561,226. In 
nite of the large sums known to have 
en spent on the property, plant, proper- 
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ies, etc., were carried at the lowest figures 
in the company’s history on December 31 
ast. This cannot be said of Pressed Steel 
Car, whose properties and franchise item 
howed no material change. 

The dividend policy of both companies 
cannot be regarded as anything but con- 
ervative, as will be seen immediately from 
a comparison of earnings with dividend dis- 
bursements. But here, too, Railway Steel- 
Spring has an indubitabie edge on Pressed 
Steel Car. Out of earnings on the common 
n the last four years of $89, Railway Steel- 
Spring distributed only $12 in the form of 
lividends; in the same period Pressed Steel 
Car earned only $53.25 and paid out $19, 
thus earning less and allowing the share- 
olders more. 

Judging from past earnings, manufactur- 
ng profits and general financial condition 
it seems clear that Railway Steel-Spring is 
better able to continue the present $8 divi- 
dend rate than is Pressed Steel Car, and is 
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entitled to sell at a higher figure in the 
market. But we wish to emphasize that not 
the dividend disbursements but earnings 
are the determining feature in the price of 
a stock. This explains why United States 
Rubber, which pays no dividend and which 
is expected to pay only 6 per cent. when it 
does commence dividend disbursements, 
sells higher than any number of established 
dividend payers; for example, the two 
stocks treated in this article 


Market Position 


The market has taken cognizance of the 
vast improvement in the condition of these 
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companies. Both common stocks have en- 
joyed substantial advances in sympathy 
with the other industrials since the begin- 
ning of the year. Raliway Steel-Spring has 
usually sold an average of five points 
higher than Pressed Steel Car, but the 
latter has had a much greater proportionate 
advance. From a low of‘$59 in February, 
Pressed Steel Car attained a high of $93%. 
Railway Steel-Spring sold no lower than 
$68%4, reaching as high as $99. Present 
prices are $80 for Pressed Steel Car and 
$88 for Railway Steel-Spring. What of 
the future? 

Our analysis has shown that although 
these stocks have certain unimportant 
things in common, Railway Steel-Spring is 
intrinsically a superior security and entitled 
to a higher price. In view of the relatively 
greater gain of Pressed Steel Car this year 
it is thought Railway Steel-Spring will 
resist a general decline much better and 
show a distinctly greater tendency to rise 
to higher levels in a favorable market. 

It is the belief that Railway Steel-Spring 
is a safer security to hold, and holders of 
Pressed Steel Car may switch to advantage 
even at a cost of a few dollars a share. 
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Motion Pictures Versus “Movies’—Problems of Commercializing 
the Arts—Unfamiliar Angles and Status of Securities Discussed 


By VICTOR DE VILLIERS 


OOKING over the most recent report 
of the Famous Players-Lasky Cor- 
poration one is at once impressed, 

not so much with the figures as with the 
personnel of the directorate, which at first 
glance looks like a condensed “Who’s- 
Who” of theatreland and Wall Street. 

It’s a long lane that has no turning, and 
those who recall their earliest visits to the 
nickelodeons and mutoscope palaces, or re- 
members the old-time “movies” with their 
views of moving trains that did not move, 
comedians whose fund of humor ran out 
with the higher cost of pies, and the 
later dramas with stereotyped plot and 
stilted action, will see in the F. P. L. di- 
rectorate many guide-posts to indicate that 
even og eae have a turning-point. 
Names like Zukor, Lasky, De Mille and 
Brulatour on the one hand representing 
the product, and Bonbright & Co., Hall- 


garten & Co., Dominick & Dominick, and a 
few Trust Companies, representing finance, 
are the bridge definitely connecting an art 
that has seen its ups and downs—mostly 
downs—with everything that big and 
modern business stands for. 


Moving Pictures and Moving Dollars 


The reader will be interested in a brief 
synopsis of the growth and development 
of the business, the part that Famous 
Players-Lasky have played, and _ their 
position in what has become one of the 
foremost industries of the United States. 

Although the experimental stage goes 
back thirty years or more, from Lumiére 
onward, screen-projection as we know it 
to-day had its genesis around 1895 to 1900, 
sometimes doing duty as a novelty in thea- 
tres, but mostly in discarded stores or any 
room likely to attract nickels and dimes. 


852 





FAMOUS PLAYERS-LASKY 


The. pictures of those days were mostly 
short subjects, scenic, comic, historical and 
sometimes dramatic. Averaging 30 to 100 
feet, with the more ambitious running as 
high as 500 feet, the producers of to-day 
will tell you that with their poor projection 
and presentation, they were mostly tragic. 

By 1907-1910, with the interest of such 
pioneers as Edison, Stuart Blackton, Al- 
bert E. Smith, G. K. Spoor, G. M. Ander- 
son (the erstwhile “Broncho Billy”), 
George Kleine, and later Jesse Lasky and 
Adolph Zukor, the industry stepped out 
from the side-show phase. By 1912 their 
activities were commencing to fill the three 
rings as well as the annexes. Still later 
the entry of Kessel & Baumann with their 
Sennett-Chaplin-Normand-Ince and_ Tri- 
angle affiliations; the Biograph interests 
with Griffith and his galaxy of such stars 
as Mary Pickford, Walthall, Blanche Sweet 
and others; the George Kleine importations 
of such pictures as “Quo Vadis” and 
“Cabiria” brings us down to the time when 
in 1914 foreign competition was ended and 
American producers saw and took their 
great opportunity. - 

All this did not take place without much 
shifting of interests, affiliations, and very 
many dollars. If the profits were great 
the waste was stupendous; and the product, 
although much improved, far from satis- 
factory. Public enthusiasm in the novelty 
was waning, and the producers saw the end 
of the harvest unless they could not only 
evolve a better product but reduce their 
rather hectic “industry” to a basis where 
business would have a legitimate relation- 
ship to the whole. 


Famous Players and Lasky Feature Plays 


1914-1916 were historic years in motion- 
picture development since they mark the 
inauguration and public acceptance of the 
modern form of five, six and seven-reel 
dramas, each reel having a standard length 
of about 1,000 feet, the whole attempting to 
give something of real rather than reel life. 
The stories were in most cases by real 
authors, purchased (as the producers 
solemly aver) with equally real money. To 
make the transformation complete, these 
“features” familiarized us with the work of 
Famous Players on stage and screen, the 
early roster including Sarah Bernhardt, 
James K. Hackett, Mrs. Fiske, Lillian 
Langtry, Marguerite Clarke, Pauline Fred- 
erick, John Barrymore and Sir Herbert 
Tree. To Adolph Zukor and his Famous 
Players Company is our screen introduction 
to these celebrities due. 

Pursuing somewhat different plans, but 
maintaining the same grade of excellence, 
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the Jesse L. Lasky Feature Play Company 
was mainly developing its own bright stars, 
and producing pictures that enjoyed the 
highest prestige and patronage. The rul- 
ing spirits in this concern were Jesse 
Lasky, Cecil De Mille and Samuel Goldfish 
(the latter afterwards joining the Selwyns 
to form the Goldwyn Company). 

If the average “fan” was interested only 
in his particular screen-favorite and cared 
nothing about the name of the company, 
the exhibitor and exchanges were very 
much alive to the doings of the better grade 
companies, whose ranks—encouraged by 
the successes of the Famous Players and 
Lasky companies—became enlarged by the 
entry of Triangle, Universal, World, Fox 
and Kleine and a dozen others in the “fea- 
ture” field. 

It is interesting to record that the Lasky 
Company has produced some of the most 
popular and profitable feature-films of the 
past ten years. Their picture “The Cheat,” 
with Fannie Ward and Sessue Hayakawa, 
created a sensation, while “Carmen” fea- 
turing Geraldine Farrar set a new 
standard. 

Famous Players developed Mary. Pick- 
ford who had started at $5 a day with the 
Biograph Company. It has been said that 
Adolph Zukor “made” the delightful 
Mary, and that she afterwards returned 
the compliment by making the Famous 
Players. 

Although William Fox made considera- 
ble of a success with his famous vampire, 
the “wicked” Theda Bara, and Griffith 
covered himself with screen glory in his 
“Birth of a Nation” and “Intolerance”; 
although Mack Sennett and Charlie Chap- 
lin are names to conjure with, it is doubt- 
ful whether any individual or concern, in 
the period under review, placed so much 
dignity and solidity behind the industry as 
the Famous Players and Lasky companies. 

In dealing, therefore, with the securities 
of the combined Famous Players-Lasky 
Corporation, we are not confronted with 
the peculiar conditions that prevailed in the 
industry when the stocks of such companies 
as World Film and the Triangle Film Cor- 
poration were eagerly bought at fancy 
prices, by investors who knew nothing of 
the business, and at a time when the pro- 
ducing and distributing ends were a hit-or- 
miss proposition at best. The quotations 
for the shares of these later debutants have 
shrunk to insignificant proportions, reflect- 
ing the entirely experimental character of 
their enterprises. 

Famous Players-Lasky is the third of 
the film securities that have come to Wall 
Street. Having survived their Curb ordeal, 
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and enjoying the prestige of a N. Y. Stock 
Exchange listing with a price above 100, 
are they going to justify their place and 
price? 
Corporate Features 

The old Famous Players Film Company 
was incorporated in 1912 with a capital- 
ization of $250,000, while the Jesse L. Lasky 
Feature Play Company was formed in 1913 
with a capitalization of $50,000, which was 
increased to $500,000 a few months later. 
The owners of both companies were follow- 
ing out the same plans of producing high- 
grade pictures, with talented stars, worth- 
while stories, and adequate presentation. 

Two smaller independent companies were 
producing ambitious features at the rate of 
ten a year each, about this time, namely, 
Bosworth Incorporated, formed in 1913, 
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Famous Players-Lasky-Paramount _inter- 
ests. It gathered under its banner some of 
the best known of the screen luminaries 
including Mary Pickford, Douglas Fair- 
banks, William S. Hart, Elsie Ferguson and 
others. When Directors Griffith and Ince 
left the. Triangle studios and the scene of 
some of their greatest achievements, it did 
not take them long to identify themselves 
with Artcraft’s high craftsmanship in the 
film line. 

A smaller concern, the Cardinal Film 
Company organized in 1916 with a stated 
capital of $10,000, also enters into our 
calculations. 

The present Famous Players-Lasky Cor- 
poration, which was incorporated in July, 
1916, with an authorized capital of 125,000 
shares of no par value, is a merger of 





TABLE I—FAMOUS PLAYERS-LASKY CONDENSED CONSOLIDATED BALANCE SHEETS 
March 31,1919 June 30, 1919 
$866,063 
3,636,797 
4,732,088 
288,313 
1,097,641 


Receivables 
Merchandise 
Securities 


PT face calc: di-don acces edeetexnumenousas 


Total assets 
Liabilities: 
Bills and accounts payable 
Advance rentals 
Federal footage tax 
Debentures maturing, $135,000 yearly 
Capital stocks—no par ($80 a share) 


Surplus 


*Surplus Dec. 31, 1917, $110,228. 


-- 1,034,679 


Dec. 31, 1918 


$647,461 $1,082,618 
3,426,858 


5,510,145 
1.825.315 
1.256.888 


$13,101,828 
"7,611,445 


$20,713,273 
$1,307,284 








$10,620,903 
7,611,445 


$18,232,348 


$693,097 
1,254,350 
225,612 
405,000 
13,406,080 
2,248,208 


$18,232,348 


$11,269,864 
7,611,445 


$18,881,309 


$2,428,666 
1,093,608 
156,551 
405,000 
13,406,080 
*1,391,403 


$18,881.309 














$20,713,273 





and the Oliver Morosco Company, incor- 
porated in 1914. 

By the middle of 1916, Famous Players, 
Lasky, Morosco and the Bosworth Com- 
panies were putting out slightly over 100 
feature pictures annually, all of which were 
marketed through a common distributing 
organization called the Paramount Pictures 
Corporation. The latter owed its existence 
to the early complications of adequate dis- 
tribution of a regular program of weekly 
pictures—from producer to exhibitor via 
the larger exchanges, which in turn were 
the clearing-houses for the industry. The 
Paramount concern, organized in 1914, suc- 
ceeded in two years in bringing about a 
successful distribution, a feat that was 
formerly regarded as impossible. 

In July, 1916, the Artcraft Corporation 
with a capitalization of $100,000 was organ- 
ized, presumably under the auspices of the 


all the foregoing companies, combining five 
important producers and a large organiza- 
tion that solved the knotty problem of dis- 
tribution. 

The new corporation increased its capi- 
talization, and a recent new issue of 25,000 
shares will bring up the entire capitaliza- 
tion to 200,000 shares of no par value, 
authorized and outstanding. It has also 
acquired a number of smaller subsidiaries, 
both producers and distributors, besides 
owning or controlling companies market- 
ing pictures in Great Britain, Australia 
and other countries. It has substantial con- 
tracts with other companies, without a 
specific stock interest, whereby its pictures 
will have representation on many foreign 
screens throughout the world. Moreover, 
although explanations are not given as to 
the meaning of the Corporation’s recent in- 
crease in security holdings from $288,313 
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to $1,825,315 between March 31 and June 
3, 1919, it can be safely assumed that this 
represents further investments in other 
companies 

Competitive Factors 

Outside of Vitagraph, Universal, Pathé, 
and the Goldwyn Companies, the Corpora- 
tion has the “high-grade” field almost to 
itself, and although stronger competition 
might assert itself ultimately—possibly in 
the Goldwyn direction—the exhibitor who 
wants Famous Players-Lasky features, 
which have a special drawing power in his 
theatre, before making a change will have 
to subordinate his likes and dislikes to the 
will of his patrons. In other words, the 
cumulative effect of good pictures is deep- 
rooted. The public has been educated to 
appreciate better pictures, Famous Players- 
Lasky has been supplying them, and it’s 
difficult to re-educate sentiment when it be- 
comes united. 

Another angle which affects the question 
of competition, both American and foreign, 
including the more formidable British, 
French and Italian productions which will 
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noticed the success of the American com- 
panies, and they have not failed to take of- 
ficial and unofficial notice. The London 
Evening News said recently: “Whatever 
country dominates the screens of the world 
wields the greatest commercial, social and 
political power in the world. We are, it 
has been well said by an American, the 
worst advertisers in the world. They, of 
course, are the best. That is the reason 
why American pictures fill three-fourths of 
the programmes in our theatres and prac- 
tically dominate those in every theatre 
throughout the world.” 

The writer of that editorial knows little 
about the films or he would not suggest 
that advertising alone accounts for Ameri- 
can dominance in screenland. The Ameri- 
cans have studied their work, made better 
pictures, and will continue to fill three- 
fourths of the world’s programs so long 
as they follow such policies. 

The Famous Players-Lasky Corporation 
has become involved in a wrangle with the 
Cinematograph Exhibitors’ Association of 
Great Britain and Ireland, and the British 





TABLE II—FAMOUS PLAYERS-LASKY CONDENSED INCOME ACCOUNT 


Gross income 
tribution 


Net before taxes 


3mos.ended 6 mos. ended 
Mar. 31,1919 June 30, 1919 

$5,900,672 $13,073,937 
10,634,600 
$2,439,337 


$142 


Year ended 
Dec. 31, 1918 
$18,090,500 


Operating expenses, depreciation, selling and dis- 


4,943,667 
$956,805 
$5.7 


16,809,325 
$1,281,175 
$7.6 

















enter into the question later, is the purely 
personal regard in which certain artists are 
held by the “fans”—young or old, large and 
small alike. The Corporation that controls 
Charlie Chaplin has little to fear from the 
opposition of Douglas Fairbanks, although 
both manufacture a brand of humor all 
their own. In the same way the admirer 
of Mary Pickford wants to see Mary Pick- 
ford, and will not be satisfied with the 
maturer talent of Elsie Ferguson or 
Pauline Frederick. In the same way, for- 
eign producers cannot give the followers 
of William S. Hart even a fair imitation of 
his vigorous work or his true Western man- 
nerisms that have placed him foremost in 
manly roles. They cannot even supply the 
“atmosphere” of such Wild-West produc- 
tions as “The Disciple” or “Hell’s Hinges.” 
The public has not taken kindly to substi- 
tutes, not even those made in America. 
Whether it will develop a taste for foreign 
presentations remains to be seen: the out- 
look is at least problematical. 

Quite evidently British producers have 


producers in general, with the result that 
a movement is growing in the “tight little 
islands” to keep the American Producers 
(and Famous Players-Lasky in particular) 


where they belong. The writer believes 
that they will be found to belong to the 
public mostly and ultimately, and the public 
gets what it wants in the long run. Con- 
sequently, Famous Players-Lasky’s little 
dispute with the British producers need not 
be taken too seriously. 

The “star” problem is the more serious 
factor. We have become accustomed to 
the high figures alleged to be paid to this 
or that star; in many cases the publicity 
bureaus reflect at least seventy-five per cent 
of the truth. Even allowing for much 
poetic license in the case of the publicity 
writers, stupendous salaries have been and 
are still being paid, aggressive bidding 
against each other at even higher rates has 
been the rule among most producers, and 
the stars themselvés credited with a super- 
abundance of “temperament” are evidently 
able to employ excellent business judgment 
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when invited to appraise their own worth! 
Their salaries have been going up for 
years, in extreme cases five, ten and even 
one hundred fold, and the limit is not in 
sight. The actors’ strike, as yet unsettled, 
indicates the probable trend of salaries. 

Famous Players might protect itself by 
contracts, but unfortunately the players 
know that “ships are but boards, and sailors 
but men” so that a contract is a good one 
so long as both sides agree to stand by it. 
Already it is rumored that a merger of 
interests of some of the brighter lights, in- 
cluding Mary Pickford, Charlie Chaplin, 
Douglas Fairbanks, Anita Stewart, and 
Madame Petrova, under the leadership of 
D. W. Griffith, may be brought about at the 
end of this year. It is reported that Mr. 
W. G. McAdoo will act as business adviser 
at a salary that would make the Presi- 
dential stipend look small. He would un- 
doubtedly earn it if he could solve the star 
problem and keep everybody satisfied. It 
is not known whether the $7,611,445 item 
for “good-will” of Famous Players includes 
a valuation of artists’ contracts. It is to 
be hoped that nothing has been allowed in 
this connection. 

Finances and the Future 

The balance sheets in Table I show a 
relatively strong position, and the company 
well financed to meet future contingencies. 
The great increase in “bills payable” of 
$784,404, and in “securities” of $537,002 is 
probably accounted for by the recent ac- 
quisition of Charles Frohman, Inc., con- 
trolling the Empire and Lyceum theatres, 
and such stars as Maude Adams, Ethe! 
Barrymore, Otis Skinner and William 
Gillette. The decision to increase the capi 
talization by the issue of 25,000 shares at 
$100 will place another $2,500,000 at the 
disposal of the corporation, and probably is 
related to its Frohman purchase, and other 
expansion plans. 

The condensed operating accounts in 
Table II show a steady and consistent 
growth and the present dividend of $8 well 
covered by current earnings around $14%4 
a share. For the first thirteen weeks of 
the current year the profits were eqaul to 
an annual rate of $2234 a share compared 
with a dividend of $6. Doubtless the di- 
rectors felt justified in increasing the rate 
despite a temporary shrinkage in earning 


wer. 
It will be observed that the corporation 
is liberal in the matter of depreciation of 
film, which is a valuable potential asset and 
may become a “hidden*asset” if a good de- 
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mand is found later for reprints of the 
negatives of some of their most popular 
pictures. There are, of course, large profits 
in extra “prints” when the expensive nega- 
tive is completed. 

Famous Players-Lasky has no bad past to 
live down, and the future holds considerable 
promise. The strong banking interests asso 
ciated with it assure business-like handling 
of its affairs along approved lines, and also 
seem to assure it a powerful financial 
future. 

It is difficult, as yet, to become enthusi- 
astic about film securities, and the big ad- 
vance in Famous Players stock is not an 
encouragement to buy now. Students of 
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price movements will find the graph here- 
with an interesting study, and perhaps con- 
clude that the rise “has been enough.” 

Observers judge that the stock has inter- 
esting possibilities, as it represents one of 
the leaders in its class. As a specvestment, 
at much lower levels, the shares will repay 
careful attention. Through Famous Pay- 
ers-Lasky the “movies” are on probation in 
Wall Street. They have representation on 
the New York Stock Exchange, although 
bankers have hitherto thrown up their 
hands at any suggestion of moving-picture 
financing. 

For the sake of the industry it is to be 
hoped that Famous Players-Lasky will 
“make good.” The writer believes it will. 





American Cotton Oil a Steady Producer 


Figures for the Fiscal Year Just Ending Expected to Show 
Satisfactory Increase in Net Earnings. 


By JOHN 


N the great market advance of this year, 
| participated in by practically all of the 
industrial stocks, the classification 
war’ and “peace” stocks was to all intents 
ind purposes quite ignored. The shares 
f the fertilizer companies were among the 
first to be spoken of as having possibilities 
\s peace propositions, although their earn- 
ngs during the war period left little to be 
desired. Food stocks have also been among 
the most popular of the speculative issues, 
vith a growing public interest in their for- 
(unes. 

A necessary commodity company, if 
uch a term may be used, which is a fer- 
tilizer and to some extent a food company, 
s the American Cotton Oil Co. This cor- 
poration did not enjoy any very large earn- 
ngs during the war period, that is, the 
earnings were not relatively great enough 
io have any determining influence upon the 
market price of the common shares. In 
fact, the average price of the common dur- 
ing the four years of hostilities was some- 
what lower than the average for the four 
vears preceding. 

One of the reasons for the moderate 
returns was the curtailment of exports of 
cotton oil to Europe. Ordinarily Europe 
as been a comparatively large consumer 
f cotton oil and cotton oil cake, the last 
named being used for cattle feed. Accord- 
ing to interests affiliated with the company 
there was little or no money in the export 
of oil during the war. This condition has 
materially changed, or is materially chang- 
ing, and it is said that exports are limited 
now only by the supply of ocean tonnage. 
lt may be added, also, that it is probable 
that prices to the foreign consumer have 
kept pace with the increases in the cost of 
raw materials to the company. 

Costs of Raw Materials 

The production of cotton oil naturally is 
lependent upon the size of the cotton crop, 
ind varies with the yield of that staple. 
In 1914 the production of cotton oil was 
ver 229,000,000 gallons. Two years later 
t was down to 187,000,000 gallons, but the 
great increase in dollar value may be in- 
stanced by the fact that whereas the value 
if the 1914 crop was $80,000,000, the value 
f the 1916 crop was $157,000,000. Of 
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course, a company like the American Cot- 
ton Oil Co., depending upon cotton seed oil 
for its raw material, is vitally affected by 
the shifts in the market prices for that 
commodity. 

The company does not show in its annual 
statements the amount of gross business 
done, so that it is impracticable to state 
definitely how the margin of profit was 
affected by the increase in the cost of raw 
materials. Net earnings would suggest 
that up until 1916, at any rate, that margin 
kept pace with the rising costs. Then, 
when the United States went into the war, 
export business was further curtailed, and 
Government price regulations may have 
had some effect upon the profit margin. 

At any rate net earnings for the fiscal 
years 1917 and 1918 fell below the totals 
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for the two preceding years, and made plain 
the statements that war conditions were not 
benefiting the company to any extent. At 
the outbreak of the European war, cotton 
oil was selling from 6 to 8 cents a pound, 
and now it is quoted from 23 to 26 cents, 
a four-fold increase. During the time the 
United States was in the war the- price 
was practically pegged at 17% cents 
through Government regulation. 

These figures show in a general way that 
the path of the company, in so far as the 
cost of doing business was concerned, was 
beset with “difficulties, and indicate that 
although the volume of gross business done 
may have shown gratifying increases, the 
surplus earned for the shares was not of 
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any great encouragement. Since the be- 
ginning of 1919 export business has been 
picking up, and domestic business is re- 
ported to be most satisfactory. It seems 
safe to assume that any increases in the 
price of raw materials have been quite 
well absorbed in the prices to consumers. 
At least, the price trend of commodities in 
general would indicate such a conclusion. 

There is another side to the company’s 
business, and that is the line of products 
that appeals directly to the householder. 
American Cotton Oil controls the N. K. 
Fairbanks Co., which includes among its 
soap, shortening, and edible oil products, 
some of the best known trade brands in the 
country. Among them are Cottolene, Gold 
Dust Washing Powder, and Fairy Soap. 
The vegetable compounds and edible oils, 
in general, have had a big market, and the 
demand for them has been of large pro- 
portions, a demand influenced by a desire 
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irregular, and of a calibre to keep the real 
worth of the common shares uncertain 
The company has managed to pay some 
dividends upon the common stock in every 
year since 1898, with the exception of the 
period 1912-1914, inclusive. 

It has been claimed that the company is 
very liberally capitalized. At present capi- 
talization consists of: $5,000,000 debenture 
5s, due 1931; $10,000,000 6 per cent. fiv 
year notes, due 1924; $10,198,000 6 per ceiit. 
non-cumulative preferred stock, and $20,- 
337,100 common stock. This makes a total 
capitalization of about $45,000,000, which 
was increased from $40,000,000 only in 
i918. Now the average operating profits 
on this total have not been above 6 per 
cent., except in a few scattered years. The 
good will account is of large proportions, 
totaling, as it does, over $23,000,000, or 
more than $3,000,000 in excess of the 
common stock outstanding. 





AMERICAN COTTON OIL 





| Oper. 


Year ended Aug. 31— Profits 


$ Per Share Dividends 
on Common | Paid on Com. 


Net 


Income 


$1,926,498 
1,296,109 
1,012,623 
2,039,403 
2,028,458 
1,534,042 
1,661,328 


$6.49 ecece 
3.38 caee 
1.99 
7.05 
6.99 
4.55 
5.14 


$2,401,498 
1,771,109 
1,487,623 
$4.00 
4.00 
4.00 


2,524,291 
2,034,042 
2,327,995 

















| 2,514,403 





to offset the high prices of butter, lard and 
olive oil. The permanency of a great 
market is hardly established, but that these 
products have secured a firmer hold upon 
the consumer than formerly is hardly open 
to question. 
Earnings and Working Capital 

The fiscal year of the American Cotton 
Oil Co. ends on August 31, and results for 
the period ending August 31, 1919, are, of 
course, not yet available, but it is said they 
will show a satisfactory increase in net 
earnings over last year, when $5.14 a share 
was earned on the common stock, as 
reference to the table will show. Since 
1909 the best fiscal year was I915, when 
$7.05 was returned, and it would not be 
surprising to see that figure exceeded by 
the profits of the fiscal year about to close. 
It was stated some time ago that in the first 
five months of this fiscal year the company 
had earned the full year’s dividends upon 
both the preferred and common stocks. 
That would indicate an annual rate of earn- 
ings equivalent to about 9 per cent. upon 
the common. 

The company’s earnings record during 
the past several years has been spotty and 


Working capital has shown a steady in- 
crease during the past few years, and stood 
at $20,521,000 as of August 31, 1918, com- 
pared with $14,308,000 for the previous 
year. Inventories totaled $12,790,000, or 
about 60 per cent. of the working capital, 
whereas, in pre-war years, the proportion 
was less than 50 per cent. amd nearer 40 
per cent. But as events have turned out, 
swollen inventories have not brought about 
the difficulties they were supposed to 
threaten at the end of 1918. Price inflation 
has gone on, and companies meeting active 
demands for their products—and American 
Cotton Oil is in that class—should have 
had little trouble in liquidating their in- 
ventories. 

That the current business of the com- 
pany is good goes without saying, but its 
permanency may not be taken for granted. 
However, fertilizers and food products are 
in their heyday, and there are no signs of 
the deflation process in that direction for 
the near future, at least. 


Conclusions 
American Cotton Oil has just sold 


$10,000,000 6 per cent. five-year notes, due 
1924, and the proceeds will be used to re- 
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tire $5,000,000 5 per cent. notes due Sep- 
tember 1, and $5,000,000 7 per cent. notes 
due September 3. The new financing will 
involve no change in interest charges. 
These new notes appear to be a good issue, 
and quite secure as to principal and interest. 

The non--cumulative preferred 6 per 
cent. stock has been receiving its dividends 
regularly since 1892, an enviable record, 
ind one which compares well with almost 
any of the industrial preferred issues 

For the past three years and a half the 
common has been paying 4 per cent. divi- 
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dends, and there have been unofficial 
reports of an increased rate. The man- 
agement has always been conservative with 
regard to payments upon the junior shares, 
and these reports are at least open to ques- 
tion. Of course, the stock is a speculative 
issue, and to be recommended on weak 
spots in the market rather than to be 
climbed for. Unless substantial earning 
power can be proven as permanent, the 
junior shares are not yet in an established 
position, and their purchase involves the 
usual speculative risks. 





Consolidation Coal and Elk Horn 


Revenues Reduced Last Year but Are Now Increasing-—Conserva- 
tive Dividend Policies—Oil Prospects of Latter Company 


By MAX GOLDSTEIN 


ONSOLIDATION COAL is one of 
the veterans of the coal-mining game, 
having been founded in 1860 in 

Maryland. Today it operates coal proper- 
ties in four states, controls two small rail- 
roads, a mining machinery company, a con- 
struction and contracting company, and two 
water transportation companies. 

Elk Horn Coal Company is a compara- 
tively recent arrival in the coal . fields, 
having been incorporated under the laws 
of West Virginia in 1915 as a merger of 
three mining companies. Its properties 
total about 200,000 acres, only 32,000 of 
which are held in fee and therefore subject 
to royalties; in addition it owns stock, 
though in no case a majority, in four coal 
companies located in Kentucky, whose 
property amounts to 186,000 acres more. 
Its holdings are spread over Kentucky and 
West Virginia. In addition to its strictly 
coal-mining business it is intimately con- 
nected with the Wayland Oil and Gas Co., 
vhich is a profitable small oil producer. 
‘he latter concern has sold the gas end 
of its business for $300,000, which, accord- 
ing to the president’s statement, “very much 
mproves its position.” 

The Consolidated Coal properties, 
mounting to over 300,000 acres, extend 
‘through Pennsylvania, Maryland, West 
\irginia and Kentucky. On the properties 
ire 75 mines, mostly engaged in producing 
hituminous coal. The company is said to 
he the largest producer of the well-known 
Pocahontas gratle of coal in the United 


States. A recent revaluation of the 
property caused it to be estimated much 
higher than in previous years, coal lands 
owned by the company being figured on the 
balance sheet at $32,283,834 in 1916, and at 
$74,631,675 in 1917. 

There is an apparent community of in- 
terests between the two corporations in- 
asmuch as Charles W. Watson, president 
of the Elk Horn Coal Corporation, was 
elected president of the Consolidation Coal 
Co. at the March meeting of the stock- 
holders, after having served as chairman of 
the board of directors. 

The two companies are similar in finan- 
cial structure. Consolidation Coal has a 
honded debt of $27,018,000 and $40,205,338 
outstanding common stock of $100 par 
value, out of an authorized issue of 
$50,000,000. The remainder is reserved for 
the conversion into the common of an issue 
of $5,873,500 convertible secured 6s, due 
Feb. 1, 1923. This privilege is not likely 
to be exercised at the present time, as the 
conversion figure is 105, and the common 
stock has been selling in the neighborhood 
of 86 this year. In fact, the high for 1918 
was only 106. 

Elk Horn Coal has outstanding $6,978,000 
in bonds, of which all except $434,000 is an 
issue of convertible 6s due in 1925. The 
stock capitalization consists of $6,600,000 
of 6 per cent. non-cumulative preferred 
stock and $12,000,000 of the common, now 
on a 6 per cent. basis, par value of both 
being $50. 
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Earnings 


The earnings records of the two com- 
panies, shown in the accompanying figures, 
show that the dividend on the common stock 
of Elk Horn Coal is not well secured, 
though the preferred dividend has remained 
within a fair margin of earnings except for 
the first year of operations. 





EARNINGS PER SHARE 


Elk Horn 
Pfd. Com. 


9.7% 
26.1 


Consolidation 
eee 10.14% 


2.0% 
11.1 


7.1 


arnings on the stock of Consolidation 
Coal have been better, and the surplus piled 
up in the last four years has amounted to 
$11,599,035, or about $28.85 a share on the 
common. Even in 1918, with a practically 
stationary operating income and an in- 
crease of 33 per cent. in operating costs, 
the common stock earned more than twice 
the dividends paid on it. 

The initial dividend was paid on Elk 
Hlorn common in June, 1918, and has been 
maintained at 6 per cent. since then. The 
preferred has been paying dividends regu- 
larly since June, 1916.. Consolidation Coal 
changed its dividend rate of 8 per cent. to 
6 per cent. in 1909, at which rate it has 
stood to date. In February, 1917, a 
$7,000,000 issue of debenture 7s was con- 


NET R.R: OPERATING INCOME 
CUMULATED BY MONTHS 


Stondard 


verted into stock, and a stock dividend of 
5 per cent. was also paid. A 3 per cent. 
extra dividend was paid in February, 1918, 
and a stock dividend of 14 per cent. the 
following month. All stocks of both cor- 
porations are listed on the New York Stock 
Exchange, and the Consolidation Coal stock 
is listed on the Baltimore exchange. 


Assets High 

An examination of the most recent avail- 
able balance sheets, for Dec. 31, 1918, 
shows total assets for the common stock of 
Elk Horn Coal of $65.03 a share of $50 
par value, after deductions at par for bonds 
and preferred stock outstanding. For the 
preferred this amounts to $115.03 a share. 
Net quick assets total $5,509,512, not quite 
enough to cover the funded debt. Con- 
solidation Coal shows total assets of $255.73 
a share for the common, and net quick 
assets of $20,800,881, or $151.74, without 
deductions for bonds. No intangible assets 
appear in the balance sheet of either com 
pany. 

Elk Horn Coal preferred, at 44, yields 
6.72 per cent., indicating its conservative 
character, while the common, with the same 
dividend rate, sells at 37 according to late 
quotations. It is a rather speculative stock, 
and the price quoted about reflects its real 
value. Consolidation Coal stock is little 
traded in on the New York Exchange, and 
Baltimore quotations are about 86, at which 
price it is fairly attractive because of the 
liberal dividend policy of the directors, the 
probability of adjustments of coal prices to 
meet greater production costs, and the 
much-heralded shortage of bituminous coal, 
which is the company’s main product. 
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Current Stock Offerings 


salient facts concernin 


current stock offerings. No opinion or rating of any kind is attempted, 


HE 
T and the purpose is purely to keep the reader informed on the more important issues. 


AMALGAMATED SUGAR 8% CUM. PREF. 
Company one of the largest producers of beet sugar 
in the United States, and has been in operation 
since 1899. Owns and operates eight factories in 
Utah and Idaho, with an aggregate daily capacity of 
5,400 tons of beets and 1,188,000 pounds of sugar. 
Company’s production has increased from 81,727,500 
pounds in 1915, to 112,326,700 pounds in 1919. 
Management is largely an ownership one, and in- 
cludes interests connected with Mormon Church. 
Very prominent interests have recently purchased 
$1,000,000 of common stock at par, and company 
has been strengthened by acquisition of four of the 
best operating men from the Great Western Sugar 
Co. Preferred is now in first investment position, 
the bonds and previously outstanding preferred hav- 
ing been retired. Capitalization authorized, $5,000,000 
preferred, and $25,000,000 common. Outstanding, 
$5,000,000 preferred and $6,824,400 common. Earn- 
ings for past five years have averaged over 314 times 
dividend requirements. Net quick assets per share 
of preferred, $104; net tangible assets, $267. Very 
favorable developments are stated to be under way. 
Offered at 102% to net 7.80%. 


AJAX OIL CO. Co. is producing approximately 
1,000 barrels of high-grade oil daily, the posted 
price of which is $2.25 a barrel. Six wells are now 
being drilled in proven territory, and the majority 
are stated to be near completion. Properties are 
located in heart of the proven northwest extension 
of the Burkburnett and Ranger fields. Company in- 
tends to start drilling additional wells immediately. 
Capitalization authorized and outstanding, $1,500,000 
Class ‘“‘A,” and $3,000,000 Class “B.” Par value, 
both classes of stock, $10. Class “A” stock is pre- 
ferred as to assets and dividends. Class “A” stock 
offered at $10 a share. 


AUSTIN, NICHOLS & CO., INC., 7% CUM. PREF. 
Company ranks as the largest wholesale grocery con- 
in the U. S., the business having been estab- 
lished some 64 years ago. Position of property 
greatly improved by acquisition of stock of The 
Fame Canning Co., and control of Wilson Fisheries, 
providing an assured supply of high quality canned 
goods, and by the addition of grocery brands. Con- 
solidated sales for last fiscal year about $38,000 000. 
Consolidated net profits before Federal taxes for 
past 3 years have averaged about 3.2 times dividend 
requirements. Net tangible assets, excluding trade- 
marks, brands, etc., which are valuable, approxi- 
mately $160 a share of preferred and net quick 
assets, $107. Careful restrictions as to creation of 
mortgage indebtedness and cumulative sinking fund 
to retire or purchase preferred at 115 at rate of 
3% of total amount issued annually. Commencing 
March, 1921, capitalization authorized, $15,000,000 
preferred, and 150,000 shares common without par 
value. Outstanding: $5,500,000 preferred, and 
137,000 shares common (voting trust certificates). 
Application will be made to list the preferred. Pre- 
ferred offered at 98, to net 7.15%. 


BENFORD AUTO PRODUCTS, INC. A Delaware 
corporation which has acquired all of the stock of 
the Benford Mfg. Co. of Mount Vernon, N. Y., 
and all the assets of the Benford Mfg. Co. Latter 
property organized in 1911, has been continuously en- 
gaged in the manufacture and sale of spark plugs, 
motor accessories, and later standard bolts and nuts. 
Its spark plugs are advertised under the names 
“Golden Giant’? and “Monarch.”” Company has for 
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the last two years transacted a business in excess of 
$500,000 annually. Corporation will own and operate 
plants at Mount Vernon, N. Y., which are stated to 
be fully equipped for the economical production of a 
high class of merchandise. Products of company 
adapted for every variety of motor vehicle. With 
developments in the use of the tractor and other 
fields for motor power, prospects of property stated 
to be very bright. Large expansion of business 
contemplated, and a number of new lines to be 
added. Authorized capitalization, $1,000,000, par $5. 
Stock offered at $5.50. 


BOONE COUNTY COAL CORPORATION 6% 
CUM. PREF. Company owns 32,650 acres of bitu- 
minous coal land in Boone and Logan counties, 
W. Va. Large and valuable reserves are reported 
by competent authority. Company’s Chilton coal is 
one of the best by-product coking coals. Net tangible 
assets stated to exceed $250 a share of preferred. 
Net earnings for 1917 and 1918 from properties now 
owned and operated, average over 3 times dividend 
requirements, without considering full effect of 
$1,500,000 capital expenditures on 1918 earnings. 
Annual sinking fund equal to 5c. per ton on all 
coal mined will be used to purchase preferred at 
105. No mortgage can be created without authoriza 
tion of at least 75% of outstanding preferred. Capi 
talization authorized, $6,000,000 preferred, and $6,000,- 
000 common. Outstanding, $3,000,000 preferred, and 
$3,777,550 common. Preferred offered at 85 to net 
7.10%. 


MADISON RUBBER & TIRE 8% CUM. CONV. 
PREF. Company will engage in manufacture of 
high-grade cord and fabric pneumatic automobile tires 
Its initial capacity will be approximately 1,200 tires 
and 2,000 tubes daily. It also will acquire and con 
tinue the business of the U. S. Reclaiming (Co 
Inc.. one of the largest and oldest independent rub 
ber reclaiming properties in the U. S. Value of 
plant of company appraised as of July 31, 1919, at 
$1,193,268, after full allowance for depreciation and 
exclusive of all intangible items. Earnings estimated 
at 33% times dividend requirements. Net quick as- 
sets stated to be $110 a share of preferred and net 
tangible assets, $171. Preferred convertible into 
common at any time until July 1, 1929, share for 
share. Carefully protected as to creation of mort 
gage indebtedness. Offered at 101%, to net 7.90% 

MERCK & CO. 8% CUM. PREF. One of the 
chief drug and chemical companies in the U. S.; 
in operation since 1891, Handles about 4,000 dif- 
ferent kinds of articles for medicinal, photographic 
and allied uses, and in addition has exclusive agen- 
cies for some of the more important articles in the 
drug and chemical line. Sales have been showing 
good expansion for a number of years, amounting 
to about $8,000,000, both in 1917 and 1918. Dividen 
requirements earned, with good margin for many 
years. Asset position of preferred strong. Capi 
talization authorized and to be presently issued 
$3,500,000 preferred, and 40,000 shares of common 
without par value. Issue carefully protected as t 
issuance of any indebtedness or increasing preferred 
and in event of liquidation. Annual sinking fund 
of 3% of maximum amount of preferred outstand 
ing to retire or purchase preferred at not over 115 
Preferred to have like voting power with common 
Application will be made in due course to list this 
stock on N. Y. Stock Exchange. Offered at 191%. 
to net 7.90%. 
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Trade Tendencies 


As Seen by Our Trade Observer 
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CLOSENESS 


industries, 


developments at 


times are of vital importance 


: oor average investor has neither the time nor the opportunity to follow developments in 
the 


various although 


in the consideration of the long range prospects for securities. 


marize and comment upon the tendencies in the more 
recognized leaders in the various industries. As 


authoritative trade publications and by 


the general tendency in a given trade is but one of 


This department will sum- 


important trades as expressed in the 


the many factors affecting the price of 


securities representing that industry, the reader should not regard these Trade Tendencies 


alone as 


the basis for investment commitmen‘s, 


but merely as one of many factors to be 


sidered before arriving at a conclusion.— Editor. 


Steel 
The Threatened Strike 


At latest reporis a strike of iron and steel 
workers seems to be more imminent than it 
has been since the beginning of the year. The 
workers say that unless U. S. Steel officials 
are willing to meet labor union leaders as such 
in conference to act on the twelve demands 
which have been made by the men, the strike 
will be on. It is likewise possible that a strike 
may be declared even should the corporation 
officials meet the men and refuse to grant their 
demands. 

To deal with labor men in their capacity of 
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union representatives would be directly op- 
posed to the traditional policy of the corpora- 
wy which has permitted the unions to exist, 

ut has refused to recognize them. Factors 
opposed to a strike are the stock interest which 
many of the older workers have in the cor- 
poration, the favorable wage and employment 
situation, and the absence of any specific mo- 
tive for striking at this time. On the other 
hand, union officials state that 98% of the 
workers consulted have voted for a strike, and 
the increasing labor shortage may cause the 
men to feel that they have the upper hand. 
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Consideration must also be given to the in- 
tangible restlessness and general willingness to 
strike of all classes of labor, as shown in pub- 
lic utility, textile, and building strikes and the 
threatened railroad strike. 

The final decision is set for the last few 
days of August or early September, when the 
labor representatives will try to hold confer- 
ences with the Steel officials. Should the de- 
cision be to strike, it could scarcely come at a 
worse time than now, when the trade is get- 
ting under way for a big revival after its post- 
war slump. 

Trade Prosperity 

Outside of the menacing labor situation, the 
steel industry has been thriving and looking 
forward to even greater prosperity. Few iron 
and steel producers have been willing to book 
orders as far ahead as 1920, asserting that they 
do not know what conditions will be like at 
that time, and obviously expecting a more 
profitable price level. 

The unfilled tonnage report of steel for July 
shows an increase of 685,806 tons, in spite of 
increased operations and shipments. The in- 
dustry as a whole is now said to be operating 
on an 80% basis, with several departments up 
to capacity. Exports have been mounting 
steadily, in June totaling 16% of the capacity 
of the country, whereas before the war the 
heaviest steel exports amounted to 10% of the 
capacity. In spite of much inquiry from Eu- 
rope, China, Japan and South America are still 
our heaviest customers. Foreign exchange dif- 
ficulties and the obstacles in the way of 
financing exports have prevented the foreign 
market for steel from being developed to the 
point of which it is capable. Only the big, 
financially powerful steel producers and manu- 
facturers, who are willing to extend credits 
for a year and a half, as in the case of certain 
English orders, or even ten years, as in a 
Polish locomotive purchase, can do much for- 
eign business. 

Another stimulating factor has been the offer 
of the Railroad Administration for bids for 
200,000 tons of steel rails, the order for a simi- 
lar amount in May having been filled by now. 
Steel ingot production has increased by 300,000 
tons a month since June, and pig-iron pro- 
ducers are reporting heavy orders, firm prices, 
with slight advances, and increased production. 
The report of the Bridge Builders and Struc- 


. 
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tural Society shows that the structural output 
of the country for July was 74% contracted 
for, 9% more than the June figure, and show- 
ing a steady rise from the 12% of January. 
This is a somewhat extreme case of the gen- 
eral revival of activity that has been charac- 
teristic of the steel industry since May. Not 
even the talk of strikes has decreased the re- 
cent botm, but actual hostilities, of course, 
would make serious trouble, which would 
spread out far beyond the steel industry itself. 


Railroads 


Various New Plans Proposed 


Students of the railroad problem have been 
very far from taking it for granted that the 
Plumb plan was the inevitable one, and the 
past few weeks have been unusually rich in 
new suggestions. Among the authors of these 
are the National Transportation Conference, 
the New York Central management, Senator 
Lenreot, the Railway Investors’ League. the 
Citizens’ National Railway League, and the 
Associated Industries of Massachusetts. The 
Cummins bill for the restoration of the old 
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rate-fixing power to the Interstate Commerce 
Commission during the remainder of the pe- 
riod of Government operation, has passed the 
Senate and been reported out by the House 
Committee. This would take an important 
power out of the hands of the Executive, or 
his representative, the Director General of 
Railroads. 

Much controversy has been taking place, on 
the one hand between Glenn E. Plumb, at- 
torney for the brotherhoods, and certain rail- 
road presidents whom he mentioned in state- 
ments before a House committee, and on the 
other between Judge R. S. Lovett, of the 
Union Pacific Railroad, and the sponsors of 
the Warfield plan, favored by the National As- 
sociation of Owners of Railroad Securities. 

Mr. Plumb has stated, in support of his gen- 
eral thesis, that the railroads are grossly over- 
capitalized and that certain Eastern railroads 
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have distributed stock well below market pric: 
to their stockholders and used the inflat 
capitalization thus produced as a basis for the 
‘fair return on capitalization” which the | 
C. is supposed to consider in determining ratc; 
This statement has been denied vigorously |) 
railroad men involved, as also another rema 
to the effect that during the period of G 
ernment control railroad -presidents had 
sisted in burdening the payroll with unnec 
sary employees so that the Government wou! 
make as poor a showing as possible—virtuaily 


I. W. W. sabotage. 
Prospects for Railroad Financing 


Whatever the outlook for legislation m 
be, it is of interest to consider the prospecis 
for private railroad financing at the present 
time. Records show that new financing for 
the month of July by the railroads amounted 
to $26,779,000, compared with $14,300,000 for 
the same month last year. For the seven 
months ending July 31, 1919, total new rail- 
road financing was $269,878,000, while for a 
similar period last vear the total was only 
$61,494,000. This indicates that railroad credii 
has not entirely disappeared. It is true, how 
ever, that the credit thus extended is almosi 
all in the form of notes and bonds, and very 
little in stocks. The figures are: $201,505,000 
in bonds, $132,258,000 in notes, and $647,000 
in stocks, including some duplications. 

It is also stated that bankers and syndicates 
which have bought these now issues from the 
railroad companies have had little difficulty 
disposing of them, despite the present low 
levels for railroad securities. This makes t! 
outlook more promising than current pessimi 
tic statements would have us believe for tl 
prospects of the new financing which will |! 
necessary if the railroads are finally return 
to private ownership. 


Railway Equipment 
Uncertainty Clearing Up 

Much of the doubt 

tressing factor in the domestic situation as 1 


gards railway equipment is disappearing as 1! 
equipment financing plan which was presente: 


which has been a di 


to the railroads by a committee of bank« 
early in July is being considered by them, wit 
indications that it meets with their approv: 
This plan provides for the formation of a n: 
tional equipment trust to issue $280,000,000 « 
15-vear trust certificates to the public, ai 
$148,000,000 worth of stock, which the Rail 
road Administration may take over. Thu 
$400,000,000 for the purchase of equipment |! 
the railroads will be provided, and in addition 
a $28,000,000 reserve fund. 

According to an official of the Associati: 
of Railway Executives, over 70% of the roa 
of the country have already expressed the 
approval of the plan, including some of the 
stronger ones that are perfectly able to do their 
own financing, but prefer to stay in with the 
others. When final official ratification of the 
plan is secured, both from the railroads and 
the Administration, the equipment compani:s 
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will be relieved of the burden of carrying the 
supplies, and will be in a better position to 
handle new orders, both foreign and domestic. 
Business has been improving steadily in the 
railroad equipment field with the increased 
ivity of large manufacturers and mining 
mpanies. Production is much nearer to ca- 
ity than it has been since the armistice, 
1 it is reported that a 200,000-ton order for 
el rails placed some time ago by the Rail- 
id Administration has been completed. 
Sids for a new order of 100,000 tons of rails 
ve been asked for by the Director General, 
‘ich should further tend to stimulate the 
lustry. In view of the trouble there was as 
prices some months ago, the last time bids 
ior rails were asked for, when Mr. Hines re- 
used to sanction the price schedules of bid- 
ders as too high, and of the increasing produc- 
tion costs and demand since then, it is quite 
ssible that negotiations of some complexity 
will be required before anything very definite 
comes of the Administration’s action. 
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Exports a Boon to This Industry 
In default of the delayed railroad demand, 
ith the normal one and the additional de- 
iand due to the postponement of improve- 
ents during the war period, the equipment 
panies have been prospering on a foreign 


emand of large proportions. Comparatively 
ttle of this has been from the larger coun- 
‘ries of Europe, in spite of their great needs, 
s they all want to be as nearly self-sufficient 
s possible as far as steel is concerned, at 
ast. In order to stimulate this basic industry, 
1ey are trying, so far as it is possible, to keep 
he manufacture of railroad equipment for 
their own needs within their own borders. 

The smaller nations, both the newly-formed 
siates and the neutrals, have no illusions as to 
eir ability to fill their own transportation 
eeds, and realize the fundamental importance 
f a good railway system when one has to 
uild up a national economic structure from 
he ground up. Hence they have been heavy 
~ustomers for equipment. 
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The outstanding difficulty has been one of 
credit, which has been the stone wall in front 
of many an ambitious export enterprise. To 
some extent the larger equipment companies 
have been able to solve the credit problem by 
long-term financing out of their own resources, 
but it takes very strong financial backing to 
permit a company to do its export business in 
this way. Pending the inauguration of a gen- 
eral scheme for the financing of all American 
exports. the smaller equipment companies are 
compelled to let a good deal of perfectly 
solvent business slip through their hands be- 
cause of credit difficulties. 

As soon as a large-scale plan, like the Edge 
bill or the Morgan-Davison proposal, becomes 
an actual fact, the export business in locomo- 
tives and other equipment is in line for a big 
boom as inquiries materialize into orders. To 
this must be added the great domestic rail- 
road demand which will come into the field 
as soon as some effective disposition is made 
of the railroad question, now more than ever 
unsettled. 


Grain 
Farmers Protest Wheat Restrictions 


Behind the farmers’ protest against the con- 
tinuation of the Wheat Director’s control of 
wheat exports and his consequent virtual con- 
trol of the wheat and flour prices of this coun- 
try, is the realization that the Government 
guaranteed price of $2.26 a bushel is not above 
the world price of wheat, as at first charged, 
but well below it. In other words, if a wide- 
open markct were restored in wheat, the price 
of this basic food commodity would rise, ac- 
cording to some estimates to $5 or $6 a bushel. 

For one thing, August estimates of this 
year’s wheat crop show a total of 940,000,000 
bushels instead of the July prospect of 1,200,- 
000,000, and a shrinkage of 150,000,000 bushels 
has taken place in the Canadian wheat esti- 
mates. This means that in an unrestricted 
market wheat prices would rise, even if no 
other factor made its appearance. The India 
wheat crop, too, shows a decided shortage of 
about 125,000,000 bushels, and the situation in 
\ustria, Hungary and Russia has not im- 
proved sufficiently for them to be taken into 
account in figuring the available world supply 
As a result, says Wheat Director Barnes, the 
world surplus has been cut in two because of 
the unfavorable weather conditions existing 
since July. 

With regard to the American guaranteed 
price, it is pointed out that the American 
farmer gets about $2.05 a bushel, while the 
average price for the grower in (,fteen Euro- 
pean. wheat-producing countries is $3.75 a 
bushel, and the world average price is $2.45. 
The American farmer may, if he chooses, con- 
sider this a hardship, but in view of the wide- 
spread present agitation for reducing the cost 
of living he can hardly expect the Government 
to throw away one of the few tools it has for 
reducing food prices. 

There has even been Congressional agitation 
to make the guaranteed minimum price of 
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$2.26 a bushel the maximum price also. Gov- 
ernment figures show that out of a total move- 
ment of the new crop of 180,000,000 bushels, 
the Grain Corporation has bought only 15,- 
000,000, the rest having been taken by private 
buyers who were willing to pay more than the 
Government price. As there is no compulsion 
on the farmer to sell to the Government if he 
can get better terms from a private purchaser, 
he is not a loser at all by the guarantee as at 
present tixed. What the farmer really wants 
is freedom irom regulation as to wheat ship- 
ments, so that he may sell freely abroad, re- 
duce the available supply for this country, and 
so raise prices to levels that would give him 
greatly increased profits. 


Flour at $10 a Barrel 


The Government’s announcement that it will 
maintain its guaranteed price to the farmer, 
keep up the same price to the miller, and sell 
the flour at $10 a barrel to the consumer, is 
not regarded as having the importance it 
seemed to have when the news first came out. 
In the first place, as this —— is about in 
line with present prices for the grade speci- 
fied, and as higher grades of flour will have 
to be mixed with this type to produce the bet- 
ter kinds of bread, the net result is expected 
to be only that the Government will have a 
club over the heads of flour dealers who at- 
tempt profiteering. It will not reduce the gen- 
eral level of flour prices. In this connection 
it has been said that even if the Government 
gave away flour free to bakers, with present 
production costs they could scarcely turn out 
a five-cent loaf of bread of the pre-war quality 
and weight. 

It has also been shown that flour consump- 
tion as a whole has decreased from a pre-war 
consumption of 235 pounds a year per person 
to 171 pounds annually, the explanation being 
that with increasing prosperity people have 
turned to relatively more expensive foods, 
such as meats. Hence even a comparatively 
large reduction in the price of flour, say, $1 to 
$2 per barrel. would not mean much in re- 
ducing the cost of living to the consumer, as 
he uses only about one barrel a year. It has 
been officially estimated that to cut the cost 
of a loaf of bread from 10 cents to 9 cents 
would require a cut in the price of wheat to 
the grower of 65 cents a bushel. 

Wheat Director Barnes has made the further 
point that the cost of wheat and flour has no 
direct connection with the cost of meat and 
other foods, though as a matter of fact in the 
market hog prices are known to advance or 
fall as grain prices rise or fall. Outside of 
this, however, it does not seem that any mate- 
rial decline in the cost of living may be ex- 
rected from further wheat regulation, except 
that the lifting regulations on exports would 
probably be registered in a sudden and exten- 
sive advance in breadstuff prices. 


Motors 
Price Advances the Rule 


The continuing heavy demand for motor 
cars and the rising costs of materials and 
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labor are the principal factors behind the re 
cent announcements by a number of automo 
bile manufacturers that they will raise the 
prices of their cars. Despite the well-know: 
fact that anyone who orders a car now is in 
for a few months’ wait in the majority o! 
cases before he gets his machine delivered 
orders are coming in so fast as to swamp man, 
dealers. 

Production facilities have been increased 
and for the most part the readjustment fron 
war to peace production, with all its attendan 
mechanical difficulties, has been completed 
Rut the demand still far outstrips the availabk 
supply in sight, and many an automobile manu 
facturer has enough orders to carry him int: 
the middle of 1920 and beyond. 
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The car companies, it is true, did a good 
deal of steel and other raw material buying 
back in May and later, while a number o! 
other industries didn’t know whether they wer: 
coming or going. Events have proved tha 
they had properly calculated their demand an: 
the materials market and had not foolishly 
overbought so as to overproduce. On the con 
trary, they do not expect to catch up with de 
mand for another year, and price advances 
have hence been in order. 


The Motor Exports Situation 


It is an unfortunate coincidence for the auto 
mobile manufacturer that right at this time. 
when he has far more than he can do to handk 
his domestic customers, comes the biggest de 
mand for American cars for export that has 
ever been known. The reasons for this intensifi 
cation of the foreign demand, particularly th: 
European, lie in the restriction of production 
of motor cars among the other belligerents toa 
far greater extent than here, the ground 
that they were non-essential. ees a great 
unsatisfied demand, reaching back before the 
entry of the United States into the war, has 
grown up in Europe, complicated with a cer- 
tain war-time prosperity of the sort which we 
know here. 

In England, the conditions are shown by the 
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willingness of purchasers to pay two to three 
times more for a used car than it cost when 
new. In France such a large demand for for- 
eign cars was apparent that the Government, 
following its policy of cutting to the bone all 
imports except such as were absolutely neces- 

y, put up a tariff on them of from 60 to 
100% ad valorem. 

it is particularly in the South American and 

\siatic countries that export demand is most 

sistent and least hampered. The only dis- 
couraging factor there is the widespread lack 
of good roads, but this condition is being rap- 
idly remedied in the more progressive coun- 
ries, such as Argentina. In Mexico an active 
interest in American cars is reported, and such 
dealers as find themselves able to assure de- 
livery are flooded with orders. 

Right there is the difficulty, however. The 
car shortage which is so pronounced in this 

uuntry is even more intense abroad, with re- 
spect to our automobiles, and the European 
nations which formerly competed with us for 
what there was of export trade have a long 
row to hoe before their motor production 
reaches a point where it is really effective in 
foreign competition. Not only have they to 

face the mechanical problems of factory ad- 
justment, but they have a huge domestic de- 
mand to take care of first. 

For this reason there does not seem to be 
much point to the suggestion recently made 
that automobile exporters combine in an as- 
sociation to promote exports under the Webb- 
Vomerene law. The difficulty is not in de- 
veloping the market, it is in getting the goods 
to take care of it. A similar situation existed 
n cotton, and to a lesser extent in copper, in 
hoth of which industries export associations 
ave found the active foreign demand taking 
away from them their reason for existence. 
More especially will this be true if the agita- 
ion for the removal of restrictions on cars in 
rance and England makes headway, as it has 

ilready begun to do. 

The unfortunate part of the situation is that 
our car shortage makes it impossible for us 
to build up an export selling organization 
which would take care of increased production 
after the domestic buying has relaxed its in- 
ensity. 


Oil 
Oil Boom Nearing Climax? 


(The accompanying graph, showing the capi- 
lization of new oil companies month by 
month since 1917, will give some idea of the 
extent of the oil boom, particularly since April 
f this year. It suggests that more and more 
f the known oil acreage of the country is be- 
ng divided among the oil companies, and that 
unless some hitherto undiscovered oil-bearing 
region is found, further progress in the pro- 
duction end of the oil industry will have to 
onsist of the consoiidation and better organi- 
ation of the companies already formed. 

In view of these statistics of the incorpora- 
tion of new companies, it is not surprising that 
‘otal production is showing a decided increase, 
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though nowhere near as much as new capi- 
talization. Because of market conditions, how- 
ever, smaller amounts of the crude oil are 
passing into refiners’ hands, leaving a large 
amount of the oil to be stored by producers. 
In fact, a decided overproduction of fuel and 
gas oils is said by observers to have taken 
place, though in the other oil products the 
supply is not up to the demand. 

The field of usefulness of oil and its deriva- 
ties is being constantly increased, causing a 
greater demand. One large Southwestern rail- 
road, for instance, has replaced coal with oil 
in its locomotives, as it runs through an oil 
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district. Even more suggestive is the decision 
of a number of New England textile manu- 
facturers to use oil instead of coal on their 
present boilers. It is asserted that the change 
can be made with very slight expense and 
alteration of existing equipment, and that in 
addition it requires much fewer men to take 
care of the engines when they are fed with oil 
than when they run on coal. Should many 
other large industrial concerns switch from 
coal to oil as the motive power for their sta- 
tionary engines, the prospects for coal would 
be unfortunate. 

In shipping, too, the replacement of coal by 
oil is making strides. Not only has the United 
States Shipping Board come out with a decla- 
ration in favor of the liquid fuel as against 
coal, but the English shipping interests have 
announced that in 1920 they will begin to carry 
out long-projected plans for the equipping of 
all their vessels to burn oil instead of coal 
To show their confidence in the plan, they have 
declared that one of the first ships on which 
the change will be made will be the Aquitama, 
one of the largest afloat. Germany, too, it is 
reported, in an effort to make the most of 
whatever shipping is left to her, will use only 
oil on her steamers. 

The outstanding advantages alleged in be- 
half of oil are its greater cheapness in propor- 
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tion to fuel value, it being admitted by coal 
men that four gallons of fairly low-grade oit 
are equivalent to a ton of coal, its greater 
economy and ease of transportation and un- 
loading, lower labor-costs on oil-burning en- 
gines as compared with coal-burners, particu- 
larly because of the reduction in number of 
stokers, greater ease of starting and stopping 
the fire, leading to economy of operation, and 
the vital fact that engines built to burn coal 
can be quickly and cheaply accommodated to 
burn oil, without sacrifice of equipment. 

A recent statement of an official of the Na- 
tional Coal Association, which is the largest 
representative of the coal producers of this 
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country, admits the dangerous position of the 
coal industry in view of these facts, and offers 
as a suggestion the imposition of a high tariff 
on the importation of Mexican oil to preserve 
the American coal industry with its invested 
capital, the employment it gives to American 
labor, and the traffic business it gives to our 
railroads. 

From the viewpoint of national economics 
there does not seem to be much to be said in 
favor of coal as a fuel. This is far from im- 
plying the decline or extinction of the coal- 
mining industry. It simply means the more 
efficient utilization of its products. When coal 
is no longer used to any great extent as a fuel, 
we shall have to extract the last possible drop 
of coal-tar products from it, using incidentally 
the gas which is the first product of its distil- 
lation and the coke, so essential for metallurgy, 
which is the solid residue. In the long run, 
this may mean the salvation of the industry, 
as it is always more profitable to handle prod- 
ucts of high specific value than bulky low- 
grade commodities. And after all, it is de- 
cidedly wasteful to send up a lot of potential 
perfumes, medicines and dyes into black, in- 
jurious smoke, as we do every time we burn 
a ton of soft coal. 


The Oil Market 


In view of the rising demand for oil-and its 
products, a fact that has often been commented 
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upon is that prices have been surprisingl) 
stable, a slight upward tendency having show, 
itself only in kerosene and a few other re- 
fined products. Much excitement has bee: 
caused among oil dealers of the Middle Wes 
by the recent action of a Standard Oil sub 
sidiary of that section in cutting its tank-wago: 
price for gasoline. They claim that it is in 
tended to drive competitors out of the market, 
and much righteous indignation is being ex 
hibited thereover. The fact that price-cuts arc 
possible, however, throws new light on the al- 
leged overproduction of oil in this country. 

With all the new capital coming into th 
industry, it seems more than likely that th 
heavy demand will be satisfied, even if no fur- 
ther large price recessions are found neces 
sary to tempt the coy buyer. With the greate: 
consolidation of the industry, however, and th: 
determination on the part of all the larger 
companies to control the complete cycle of the 
industry, from producing to refining and dis 
tributing, including exporting, the probabilitie: 
are that production will not be allowed 
smash prices. 

Shipping 
Indirect Government Control 

In spite of the recent formal release of con 
tro! by the Shipping Board over ocean freight 
rates and charters, the Board’s policy in th« 
future will be to make its own rates for th: 
ships which it will still control, with the ex 
pectation that these rates will be regarded as 
the standard ones by shippers, who will expect 
the same rates from private shipowners as th: 
Government fixes. 

In all cases where there will be direct com 
petition between Government-owned ships an 
privately-owned ones, the latter will have to 
iollow the rate schedules of the former, or 
else lose their business. The Board has an 
nounced that it will not fix rates so low as to 
discourage the growth of a large American 
merchant marine, but neither will it permit un 
due profits to be made. The Board’s ships wil! 
be run on a business basis, to make profits, as 
far as compatible with the public interest and 
ihe development of the merchant marine. 

It is also expected that following the re 
establishment of the world’s tonnage on a 
stable basis, Government rate control of this 
indirect type will pass into Government regu- 
lation of rates, following somewhat the analog) 
of regulatien of railroad rates. The purpose 
of the stricter control now prevailing is to pr« 
vent ship operators from taking undue advaii- 
tage of the shipping shortage to charge wide!) 
fluctuating rates. When competition is full 
restored and the abnormal shortage of the 
present has disappeared, rates will be left mor 
largely to themselves. It is understood tha! 
this system of Government fixing of rates for 
its own ships on a fair profit basis will no! 
apply to transportation work done for the 
Government itself, such as carrying army sup 
plies. Here it is merely a case of balancing 
accounts between different departments of the 
Government, and the rates charged will be 
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based only upon the cost of actual service. 


Government sales of ships have been going 
at the previous price fixed of about $210 a 
1 for steel ships and $90 for wooden ones, 
ugh the latter price is said to be too low. 
(ine great sale of 100 ships to an American 
rporation buying for foreign account, said 
be French and Italian, has caused consider- 
able comment from those who favor an “all 
merican” merchant marine. 


Silver 


Are Higher Prices Indicated? 

Prices for silver have resumed an upward 

ndency, and are now around $1.12% an 

unce. The average price of silver for 1915, 

ondon quotations, was about 52c an ounce; 

lc in 1916; 87% in 1917 and 93c for the first 

x months of 1918. In August, 1918, this 
iovernment fixed the price at $1.01% an 
unce, and put the silver industry under strict 
upervision. Prices previous to the price-fix- 
ng had ruled around $1.05 to $1.08. 

The principal object prompting this regula- 
ion was to prevent a rampant speculation in 
silver, chiefly for Chinese account, and to aid 
Great Britain to secure sufficient silver to set- 
tle India’s large debit trade balances. In May, 
1919. all restrictions on silver were removed 
n this country and in London. Prices almost 


mmediately soared above the fixed price, and 


vhile the tendency since has been quite irreg- 
ular, it has been generally upward, and espe- 
ially so in recent weeks. Predictions are flow- 
ing freely, and many share the opinion that the 
world has eventually come to a point where bi- 
metallism is inevitable, and that the price will 
he fixed at between $1.25 and $1.29 an ounce. 
Others state that the equalization of the forces 
of supply and demand will fix the price around 
$1.08, 

The production of silver has been showing 
a declining tendency for some years. The 
world’s 1918 production is estimated at 160,- 
879,200 ounces, a decline of about 3,000,000 
ounces from 1917, and compares with 200,- 
000,000 ounces annually from 1908 to 1913, in- 
clusive. In 1918 the United States produced 
67,879.200 ounces, as against 71,740,400 ounces 
in 1917, and 74,414,800 ounces in 1916. Silver 
is produced largely as a by-product in the 
treatment of other metals. 

In the mining industry five metals are close- 
ly related in both the genesis and geological 
occurrence of their ores, and they also hold 
together in mining and metallurgical treat- 
ment. These are lead, zinc, copper, silver and 
zold. F 
Silver is used in the arts and for coinage. 
The production is about equally distributed 
between both uses. The Oriental coun- 
tries, especially China and India, normally 
countries, especially China and India, normally 
take large amounts of silver. During the past 
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two years or more, China has imported ex- 
ceptionally large volumes of silver, much of 
which has been shipped to India. Great Britain 
has very substantial trade debit balances with 
India which have been settled by shipments of 
the white metal. Great Britain has found 
much difficulty in using silver to settle India’s 
halance since the beginning of the war, first 
in securing the metal, and second in having 
to pay very high prices for it when obtainable. 
These difficulties were minimized while the 
metal was under Government supervision. 


Silver and the East 


The standard of value in India is the rupee, 
a silver coin whose value in gold is fixed at 
1 shilling and 8 pence, or about 40c. In an 
attempt to check the demand for silver from 
India, Great Britain has advanced the value 
of the rupee from 1 shilling 8 pence to 1 
shilling 10 pence, or 43c, hoping that by in- 
creasing the purchasing power of the rupee 
the import trade of India would be increased 
and that the debit balance to that country 
would be settled by shipping goods in place of 
silver. This also signifies an attempt to settle 
part of the debit trade balance to India in 
zold. 

The advance in the gold value of the rupee 
is at the expense of the Indian exporter, the 
price of whose products is being marked up, 
thereby discouraging exports. The net effect 
of the advance may be the elimination of In- 
dia as a purchaser and the reduction for the 
world’s demand for silver by an amount equal 
to India’s demand for silver. Under present 
conditions, however, when rupee exchange can 
be bought cheaper in the market than from the 
Indian Government, this is quite a distant de- 
velopment, and India will be a potent factor 
in the demand for silver for some years to 
come, if not always. 

We may then safely figure upon large pres- 
ent demands for the white metal from India. 
Other countries, whose gold supply has been 
depleted by conditions created by the war and 
whose volume of paper circulation has grown 
to the point where the gold cover forms a 
comparatively limited proportion of the total 
outstanding currency, will also undoubtedly 
call for large amounts of silver. 

In fact conditions in the world today fur- 
nish an ideal ground for persuasive argument 
by the bi-metallists. Many prominent persons 
have again begun to discuss the matter in a 
serious vein. As to what the final outcome 
of the whole matter will be, it is difficult to 
say. But it is certain that the demands for 
silver will be very extensive for a long time, 
and since there appear to be no fresh sources 
to increase production materially, prices will 
remain on a high level. Where there are so 
many complications to be considered, bold pre- 
diction as to the early future is dangerous, but 
indications point to even higher prices than at 
present. 





Public Utilities Look Better 


Prices 


Have Rallied from Lows-—Peak of Operating Expenses 


Reached—Many Issues Attractive 
By JACOB STOLLIN 


N the surface conditions as regards the 
Public Utilities certainly do look very 
bad. Most of the traction system of 

New York is in the hands of receivers, re- 
ceiverships of public utilities are exceedingly 
numerous throughout the country, and a 
veritable flood of deficits has been reported 
by a large number of companies in different 
parts of the country. 

Prices of securities which for many 
years had been highly regarded by discrimi- 
nating investors have dropped so much that 
no single group of stocks has been regarded 
with so much suspicion and timidity as 
Public Utilities. And suspicion and timidity 
were quickly transformed into alarm 
early this year when, first, Brooklyn 
Rapid Transit, and then Interborough Con- 
solidated went into the hands of receivers. 
That was the last straw. Prices of Public 
Utilities dropped in many cases to new low 


terborough Consolidated is now double it 
low for the year. And other stocks, too, 
are several points higher than the I91y 
lows. 

In Table II is a tabulation showing earn 
ings of several prominent public utilities 
during the past five years. It will be seen 
at a glance that without a single exception 
earnings of these companies took a sever¢ 
drop in 1918. 

The cause for the sharp decline in earn- 
ings has so often been pointed out that it 
hardly warrants repetition. But an im- 
portant fact that, perhaps, public utility in- 
vestors may have overlooked, is the clear 
indication that operating expenses have 
reached the peak. And it is expected by 
many public utility authorities that from 
now on a downward trend of operating 
expenses will be noticeable. No group of 


stocks, other than Public Utilities, would 





TABLE I—PRICE RECORDS 


Record, 
High 

Am. Light & Traction 450 
ES IIR oo <6 cecccecesesss 
Brooklyn R. T 
Chicago Railways, Series I 
Consolidated Gas 
Detroit Edison 
Detroit United 
Interborough Cons. .......cccccsccces 
Laclede Gas 
People’s Gas 


*Bid and asked. 


(No sales since 1914) 
18% 


Present 
price 
277% *255-258 

*10-13 
33% 24 
40 40 
106% 95 
118 *117-122 
105 
9% 6 
83 50 
57 43 


1919, 
High 


Record, 
Low 


126% 





levels. Then came the feeling that perhaps 
the worst had happened and, assisted by the 
stimulus of thé recent bull market, a con- 
siderable rally took place. But the present 
situation, first brought about by the de- 
mands of the railroad men that the Plumb 
bill be passed by Congress, then followed 
by strikes on the Brooklyn Rapid Transit 
and the Interborough, has again agitated 
investors. 

In glancing at the tabulation of prices of 
prominent Public Utilities, in Table I, it 
will be seen that although prices now are 
exceedingly low, they are quite a bit higher 
than the 1919 lows. Brooklyn Rapid Tran- 
sit, which has sold as high as 33% this year, 
is off about nine points from its high. In- 


benefit so much from falling commodity 
prices, and while such declines would prob- 
ably hurt most industrial companies, they 
would be a blessing to Public Utilities. 
Because of the discouragement of in- 
vestors, there are many public utility stocks 
with attractive possibilities, either from an 
investment or speculative standpoint. 
Issues Having Improved Prospects 
AmeERICAN LicHt & Traction is a hold 
ing company which owns the stocks of va 
rious gas, electric lighting and traction com 
panies. Its chief income is derived from 
dividends from the stocks owned. In the 
nine years previous to 1918 there was not 
a single year that the company failed to 
earn more than 20% on the common stock; 
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and, indeed, most of the time earnings were 
in excess of 25%. But the cost of labor 
and materials so heavily increased in the 
last two years that only a little more than 
14% was earned in the calendar year 1918; 
and in the fiscal year ended June 30, I9I9, 
the company reported a balance for the 
common amounting to 13.55%. 

The cause for the shrinkage in earnings 
—high operating costs—will doubtless be 
eliminated gradually from now on, and that 
should be reflected in higher prices for the 
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was earned for the common stock. What- 
ever speculative merit Interborough Con- 
solidated may have will depend almost 
wholly upon what action New York legis- 
lators take. 


Conservative Investments 


Detroit Epison earned 5.39% in the six 
months ended June 30, 1919, or at the an- 
nual rate of 10.77%. Stimulated by the 
excellent earnings balance of $14.61 a share, 
reported for 1916, the stock in that year 





TABLE II—EARNINGS RECORDS 


1914 
$22.32 
9.59 


Am. Lt. & Traction 
Am. Pub. Utilities 
Brooklyn R. T 
Chicago Rys., Series I 
CTI oc ccuacsensevcesees 
Detroit Edison 

Detroit United 


Laclede Gas 
People’s Gas 


*Year ended Jan. 31, 1919. 
+Years ended Jan. 31, 1915, 1916, 1917 and 1918. 


1918 


$14.43 
5.59 


1917 
$20.98 
11.04 
6.97 
710.06 
7.14 


1916 
$25.66 
10.09 
7.53 
$22.01 
8.99 
14.69 
23.05 
0.42 
11.21 
5.39 


1915 


$24.62 
8.93 
7.40 
$7.48 
9.29 
13.70 
15.69 
— 0.56 
9.24 
8.39 





stock. The 10% dividend has always been 
earned by a wide margin, and the yearly 
distribution of 10% in stock has not en- 
dangered the 10% regular rate. 

BrooKLtyN Rapip TRANSIT was hardly 
affected in market price by the recent strike 
on its system. In the recovery of the shares 
from a-low 18% to over 33, it was shown 
unmistakably that speculators and investors 
were of the opinion that the worst had 
happened. The company has recently been 
granted the privilege of making a charge 
for transfers, and this, of course, is a very 
helpful factor. 

There is little doubt that the receivership 
of Brooklyn Rapid Transit will be a long, 
drawn-out affair; and meantime there 
seems to be little reason for expecting any 
great movement in the stock either up or 
down. For a long pull speculation, how- 
ever, the stock has possibilities. a 

INTERBOROUGH CONSOLIDATED will prob- 
ably also have to go through a long receiv- 
ership. There seems to be very little hope 
for the company unless the city or State 
of New York comes to its assistance with 
higher fares, for Interborough can hardly 
go on selling service at less than cost. Due 
to the expectation of receiving higher fares 
Interborough Consolidated sold as high as 
9%, but is now down to around 6. The 
company reported a deficit in 1918, earned 
56 cents a share in 1917 and 42 cents in 
1916. In the previous four years nothing 


sold up to a high of 149. Its 8% dividend 
has been paid since 1916, and present earn- 
ings give indications that the company is 
capable of continuing this disbursement. 

In the last ten years the company earned 
an average of 10.68% annually on its com 
mon stock. Net tangible assets at the end 
of last year amounted to $116 a share. Dur 
ing the last ten years gross earnings have 
shown consistent increases, year after 
year, and net also held up very well.. The 
future for this company seems very bright, 
and the stock is a conservative investment. 

ConsoLttpaTtep Gas is endeavoring to 
have the 80-cent gas rate, which had been 
enacted in 1906, annulled as unconstitu- 
tional and confiscatory. According to sev- 
eral legal authorities, the company has an 
excellent chance for success. Last year the 
company earned only $5.70 on its common 
stock, compared with $7.14 in 1917, $8.99 in 
1916 and $9.29 in 1915. The company paid 
its 7% dividend in 1918, despite the fact that 
it was not fully earned, and consequently 
there was a deficit after dividends amount- 
ing to $1,292,393 at the end of the year, 
comparing with a surplus of $753,922 in 
the previous year. The company owns 
very valuable equities through the large 
surpluses of its subsidiary companies, and it 
is figured that it has a book value of about 
$200 a share. At present prices Consoli 
dated Gas offers excellent possibilities for 
enhancement ultimately. 





Prospects of the Porphyries 


The Copper Metal Situation—Big Potential Demand—Three Promi- 
nent Porphyries Analyzed—-The Outlook for Dividends 


By ROBERT L. WHITE 


HE dominating influence in determin- 
ing the desirability of the copper 
stocks is the price of the metal. 

There is now in this country a copper 
surplus twice the volume of the normal 
stocks on hand, while England, France and 
Italy have considerable supplies. This is 
reflected in the dullness of the market, in 
curtailed production and reduced dividends. 

Other things, however, are not so self- 
evident; we must visualize them in order 
to realize their full import. The present 
surplus belongs largely to the well en- 
trenched producers; it is not a super- 
abundance in the hands of the consumers. 
This copper has been produced and paid for 
from the substantial profits of recent years, 
and at 22 and 23 cents, its cash value has 
become considerably enhanced. 


The buying which caused the 50 per cent. 
recovery in the price of copper was ex- 
tremely small, what is generally called 


“hand to mouth buying.” What it would 
mean to the stocks discussed below, to get 
only 20 cents for the copper which they 
carried at 13% cents on December 31, 1918, 
is vividly illustrated by the accompanying 
table. 

Balanced against the present supply is a 
suppressed demand of perhaps unequalled 
proportions. England is planning the elec- 
trification of her railroads; France and 
Belgium are discussing the electrification of 
their coal fields; the Scandinavian countries 
are determined to utilize to greater advan- 
tage their water power by the construction 
of great hydro-electric plants; domestic de- 
mands for building, telegraph, telephone and 
railroad extensions have been delayed ever 
since the war began. The Central Powers 
are bare of copper and must have the metal, 
as well as finished copper products, as a 
condition precedent to the reconstruction 
of their industrial fabrics. 

We must not, however, minimize the 
difficulties, especially the foreign exchange 
situation. 

These demands have not yet materialized, 
but they will do so eventually. France has 
lifted her embargo on the importation of 
copper, Japan, herself a considerable pro- 
ducer, is reported to be in the market, and 
considerable quantities of wire are being 


exported to the Scandinavian countries. 

Copper is selling out of line with its usual 
ratio to such other basic commodities as 
cotton, wheat and steel. Although the price 
remains unchanged at 23% cents, a better 
inquiry is already being reported. Con- 
sumers who have not been in the market 
are said to be preparing their requirements. 
The absorption of second hand lots is an- 
other strengthening factor. It would not 
take any startling volume of buying to 
eat into the present surplus quickly and a 
price of 25 cents is probable in the not 
distant future. 

Finally, it must be remembered that the 
copper companies are not concerned with 
anything comparable to plant extension in 
the case of the majority of industrials; 
and that the financial position of these con- 
cerns is especially strong. 

The reports of Utah Copper, Chino 
Copper and Ray Consolidated for the second 
quarter of I919 are favorable in so far as 
they show a decline in the average cost 
per pound of copper produced. Utah earned 
$1.63 against 29 cents a share in the pre- 
ceding quarter, Chino 42 cents against a 
net loss of $173,441 in the previous quarter, 
and Ray 20 cents against a net loss of 
$152,294 for the quarter ended March 31. 
The percentage of ore recovered also in- 
dicates that the peak of labor inefficiency 
has passed; production is running at about 
50 per cent. of normal. 

Utah Leader in Its Field 

Utah Copper, which has the second 
largest developed ore body in the world, has 
aptly been termed “the brightest star in the 
Hayden-Stone-Jackling galaxy.” This com- 
pany has been a large earner for the last 
decade. In 1918 Utah earned $11.66 on 
each share of capital stock, in 1917 $18.46, 
and in 1916 it was able to show net earnings 
on the 1,624,490 shares outstanding of $24.46 
a share. In the years 1909-18 the company 
earned a total of $93.02 a share, out of 
which only $57.75 was distributed to stock- 
holders. The magnitude of Utah’s pro- 
duction may be realized when it is con- 
sidered that since 1912 it has produced more 
than a billion pounds of copper, equal to 
over 50 per cent. of the entire annual pro- 
duction of American mines in 1916, when 
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the high record of copper production was 
attained. 

In spite of this large production the 
reserve statistics at the end of last year 
show 374,040,000 tons of developed ore, 
averaging 1.375 per cent. copper, as com- 
pared with 316,500,000 tons in 1912. As late 
as 1916, Utah produced its copper at an 
average cost of but 88 cents a pound. 
Nominally the costs in 1918 were above 17 
cents, but the results for 1918, as reported, 
should not be taken too seriously. All 
\merican firms followed the policy of 
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charging every item possible to expense to 
reduce profits and thereby avoid taxes. 
Under normal conditions Utah can make 
a profit of around 3 cents a pound more on 
its copper at a given price than Anaconda. 
Net working capital per share equalled 
$17.50, indicating its firm financial basis. 
Although the cash item declined $2,500,000 
in 1918, the gain in marketable securities 
more than overbalanced this, increasing 
from $4,869,283 to $12,458,313. The earned 
surplus at the end of 1918 was surprisingly 
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large, totaling $50,850,045, or over $30 a 
share. 

Utah may well be called the “Standard 
Oil of the coppers.” With its present 
facilities, organization and equipment it can 
produce 200,000,000 pounds of copper an- 
nually; on a production of 190,000,000 
pounds it will require a net profit per pound 
of but 7 cents for Utah to earn $8 a share. 
Through its control by stock ownership of 
Nevada Consolidated, it will benefit also by 
the latter’s production of about 40,000,000 
pounds. Utah’s miscellaneous income alone 
has in the last three years averaged over 
$3.50 a share. Its ratio of production to 
capitalization is exceedingly large, as on 
the production above stated there is only 
one share of stock outstanding for approxi- 
mately every 115 pounds of copper pro- 
duced. 

[In 1916, Utah’s bonanza year, the stock 
touched a high of $130. This year it was 
able to touch $97% in July, while it dipped 
tu its low for the year, $65%, in February. 
Thus it is now selling midway between these 
extremes. The earnings of the first six 
months this year were $1.93, with dividend 
requirements of $3; therefore, unless some- 
thing definite in the way of a buying move- 
ment appears between now and September 6, 
the date of the next dividend meeting, it is 
not at all unlikly that there will be a further 
reduction in the rate. However, it will 
be recalled that there was not even a tempo- 
rary reaction when the dividend was cut 
from $2.50 quarterly in March. 

In view of Utah’s wonderful ore re- 
sources, its ability to produce an immense 
tonnage of copper at comparatively low 
costs, its well fortified financial status and 
its unexcelled management, the stock at 
about $84 a share seems to be well worth 
the money. 


Chino’s Ore Supplies Large 

Chino Copper, which operates the old 
Santa Rita del Cobre mine, the oldest in 
New Mexico, is another favorite porphyry. 
At a price of $40, the market valuation for 
the company’s property, equipment and 
treasury assets, etc., is $34,799,200. Last 
vear, developed ore reserves were the 
largest in the history of the company, or 
95,580,737 tons of 1.63 per cent. copper, 
despite the fact that nearly 18,000,000 tons 
of ore have been produced. In other words, 
each ton of the company’s ore reserves is 
valued in the market at only 36 cents a ton. 
In addition, liquid assets as of December 31, 
1918, were equivalent to over 9 cents a 
share. Thus the net value of Chino’s com- 
mercial ore in the ground, according to the 
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present market price of the stock, is only 
27 cents a ton. 

In 1918 Chino earned $4.66 a share on its 
869,980 shares of capital stock outstanding, 
compared with $11.27 in 1917, and $14.40 
in 1916. The production last year was 
79,322,795 pounds, close to the record pro- 
duction of 1917. The net cost of copper 
produced, including all operating expenses 
and crediting miscellaneous income, leaped 
to 17.178 cents a pound from 11.39 cents in 
1917, and 8.7 cents in 1916. Still, the set-up 
for taxes, included among the operating 
expenses, was increased 130.06 per cent. and 
depreciation 11.53 per cent., whereas the 
amount charged off in 1917 was subtracted 
from the total income and did not come into 
the cost per pound. These two questionable 
items were thrown in following the efforts 
above mentioned of the industrials and other 
coppers to reduce taxes to the greatest 
extent possible. 

Dividends in the same years were $4.50, 


$9.90 and $8.25. Quick assets per share of 
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of one-sixth the present, the stock sold at 
$50. The present price cannot be regarded 
as involving any undue risk. 

Ray Consolidated 

Earnings last year were $3.05 a share, less 
than half those in 1917, which were $6.60. 
As with Utah and Chino, 1916 marked the 
period of largest earnings, $7.65 a share. 
The difference between the earnings since 
1912 and the dividend distributions is about 
$11, or half the current market price of 
stock. 

This usually low cost producer had tlhe 
same story to tell as did the other coppers 
in 1918, the average cost of copper pro- 
duced being 17.19 cents, compared with 
12.1 in 1917 and 10.1 in 1916. The report 
states that “of the above cost per pound of 
net copper produced, 2.6 comprise the re- 
serve for payment of State and local taxes, 
depreciation charges and an estimate of 
Federal taxes.” 

Two very important factors are brought 
to the front by the annual report for 1918. 








Chino Copper 
Ray Consolidated 
Utah Copper 


Value if 
sold at 20c. 
(approximate) 
$5,829,265 
6,101,670 
13,064,685 


Value of Copper 
on hand Dec. 31, 
1918, at 13%4c. 
$3,886,176 
4,067,780 
8,709,791 


Gain 
per share 
$2.22 
1.29 
2.68 





stock was $8.42 against $10.15 in 1917. This 
was due to the purchase of additional 
mining property and heavy expenditures for 
construction. Considerable construction 
and improvement work at the mill also 
swelled production costs, amounting, as it 
did, to over $1,237,000. 

Significant of the various efforts to “pad” 
costs in 1918 is the following excerpt from 
the annual report itself: “The average cost 
of milling was $1.37 per ton, an increase 
in the cost over 1917 of 33 per cent. Ex- 
cluding the amounts set up for taxes, which 
are included in the above figure, the in- 
creased cost in milling was only 6.08 per 
cent., in spite of a very much greater per- 
centage increase in the costs of supplies 
and labor.” Which speaks volumes, proving 
how futile it is to compare costs as re- 
ported for 1918 with costs per unit of 
production in other years. 

Chino, at $40 a share, is selling fully ten 
points below its high for the year. As in 
the case of Utah, earnings for the first six 
months were not near the present dividend 
requirements of $3 yearly and a reduction 
may be necessary. But in 1912, with a 
production of only 28,684,208 pounds of 
copper, a working capital only a little more 
than a third of that of 1918, and a surplus 


In the first place, it is stated that “all con- 
templated additions and improvements in 
the way of equipment and facilities at both 
the mills and the mines have been so far 
completed as to practicaily terminate con- 
struction requirements either in the way of 
work or expenditure.” 

The company evidently was not averse 
to doing this work in 1918. From this time, 
therefore, a greater portion of the revenues 
should be forthcoming in the way of 
dividends and capital distributions. 

Second, 24.17 pounds were recovered per 
ton of ore; this increase in the recovery, 
it is worthy of mention, was accomplished 
in the face of the fact that the average 
copper content in 1918 was 1.613 per cent. 
against 1.673 in IQI5. 

Ray is in a position where it can produce 
95.000,000 pounds of copper annually and 
present ore reserves indicate a life of 25 
years. , 

The present price of Ray gives it a 
market value of but $34,697,938, of which 
nearly 30 per cent. is offset by the cash 
and quick assets. As the stock is selling 
near the low for the year, $19%, it may be 
bought with relative safety, even should 
the dividend be cut or removed at the com- 
ing dividend meeting. 





Calumet & Arizona Progressing 


Significance of New Cornelia Holdings—Possibilities of Gadsden 


ALUMET & ARIZONA was analyzed 
in the February 15 issue of THE 
MaGAZINE OF WALL STREET. Since 

then important developments have occurred 
lhe situation in the copper industry has en- 
tirely changed, and the company’s position 
has been considerably strengthened. 

New Cornelia 

The most important subsidiary of Calu- 
met & Arizona at present is, of course, 
New Cornelia. It was only in June, 1917, 
that this company commenced shipments 
on a large scale; yet in a period of but a 
little more that two years it has become 
one of Arizona’s greatest producers. Dur- 
ing the war an output of almost 5,000,000 
pounds was reached; present operations are 
about 60 per cent of that figure. It is pro- 
ducing its copper at 124% cents f. o. b. New 
York, or at about the same cost as the par- 
ent company. 

The first flotation mill of 500 tons ca- 
pacity for the purpose of making a test in 
the treatment of sulphide ores at New Cor- 
nelia was placed in operation a few weeks 
ago. Should the process prove a success— 
the management and past of the Company 
makes this a probability—a 10,000-ton mill 
will immediately be erected, as well as a 
2,000-ton smelter. 

Last November a dividend of 25 cents 
was declared, but the copper market soon 
thereafter went into the doldrums. Natur- 
ally, nothing has since been paid. The 
Company is now preparing to strip an ex- 
tensive body of high grade ore, which will 
be uncovered at an obvious saving in time 
and expense. Before the year is over a 
resumption in the payment of dividends is 
likely. It is no longer correct to speak 
of New Cornelia as “in the making.” It 
has already established itself as a large 
producer, with every prospect of doubling 
its output within a few years. 


Gadsden Copper 

Now that its investment in New Cornelia 
has turned out so profitably, Calumet & 
Arizonia is actively engaged in developing 
another subsidiary, the Gadsden Copper 
Company. As a result of exercising its 
option on 70 per cent of the $1,000,000 
capital stock of Gadsden, Calumet & Ari- 
zona owns 700,000 of the 1,000,000 shares 
issued. The 760 acres comprising the 
Gadsden group extend southeastward 
from the famous United Verde Exten- 
sion’s boundary along the strike of the 


(ireat [ault made some years ago 

Near the northeastern corner of the 
property a 1,200 foot shaft has been sunk 
and crosscuts have been driven in both di 
rections at right angles to the formation. 
The southwestern exploration cut the Great 
Fault and openings in several directions 
have shown native copper and scattered sul- 
phides, though not in commercial quanti- 
ties. The main shaft, toward which the 
fault plane dips at an angle of about 50 
degrees, will be sunk 300 feet further and 
a new crosscut driven to explore the 
ground along the Great Fault. 

A crosscut eastward from the shaft at 
the twelfth level has cut what appears to 
be a parallel fault fissure, the occurrence 
of which was expected by a number of 
geologists in other districts. The Gadsden 
Company has lately acquired three more 
claims. 

Although Gadsden is as yet nothing more 
than a speculation, it has the best equipment 
of any of the prospects in the district and 
the equally great advantage of being urder 
the able management of the engineers who 
are responsible for the success of New 
Cornelia. The Calumet & Arizona people 
must have good reason for spending con- 
siderable sums in the development of the 
property and the exercising of their op- 
tions, as they are noted for their conserva- 
tism. There is evidently a possibility of 
very profitable results being obtained from 
Gadsden. 


Opportunity in Calumet & Arizona 


It will be seen that C. & A. holdings of 
1,229,000 shares of New Cornelia at present 
price of $26 are worth $31,954,000. This 
alone is equal to approximately $50 a share 
on outstanding stock. 

Net current assets as of 1918 equalled 
above $12 a share, while the Gadsden hold- 
ings add over another dollar to the per 
share liquid value of Calumet & Arizona. 

In other words, the mine itself with its 
splendid equipment is selling for $7,000,000, 
or around $11 a share. This is a remarka 
ble state of affairs, for the Bisbee property 
has a life estimated at 20 years, and in 
1916 produced 75,000,000 pounds of copper 
at g cents a pound. On a production of 
40,000,000 pounds of copper and a profit of 
but 7% cents a pound, the Company can 
earn almost $5 a share. In the light of 
these facts an increase in the annual divi- 
dend rate of $2 may be in order. 
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Standard Oil Finance 


Especially with a View to Standard Oil of Indiana—Important 
Changes of Policy—The Battle with Royal Dutch—Stock 
Dividends and Taxation 


By BERT L. 


HE recent invitation of Standard Oil 
of New Jersey to the public to 
“come in” on its new issue of 7 per 

cent. preferred stock, and the submission 
of all the closely guarded figures of earn- 
ings for the past seven years, is doubtless 
the straw which points the way and indi- 
cates a much closer co-operation with the 
public in future. Standard Oil as an in- 
stitution doubtless feels that the time has 
come when it can safely take the man in 
the street into its confidence without hurting 
future development. This is not only 
progressive, but also expedient, as we will 
endeavor to show. Standard Oil does not 
make radical changes in its policies without 
good reason, and the entry of J. P. Morgan 
& Co.—an alliance of oil and money upon 
an international scale—justifies an examin- 
ation of motives. 
The Future Petroleum War 

Mr. Emile Deen, an_ internationally- 
famed oil man, who took a leading part in 
the consolidation of the English Shell and 
the Royal Dutch oil companies, has recently 
thrown considerable light upon plans afoot 
that will eventually decide world-supremacy 
in the industry. The prospective titanic 
struggle between the British Government- 
backed Royal Dutch Shell companies and 
the Standard Oil group will not be pro- 
vincial in scope or territory. It will not 
surprise students of the situation to see it 
carried by the ‘foreigners’ to the very 
doors of American oildom. 

Recent financing of the Shell Transport 
& Trading Company through Kuhn, Loeb 
& Co. on behalf of the powerful Roth- 
schild-Cowdray-John Bull interests, was 
not a new entry into the American field. 
Royal Dutch has long known that, while 
Standard Oil may be the dominating factor 
in America, it occupies a relatively weak 
position as a producer in foreign lands, in 
contrast to Royal Dutch activities in British 
India, Rumania, Russia and Persia. Royal 
Dutch has been neither complacent nor 
satisfied and is apparently determined to 
rival Standard Oil, not only in produc- 
tion in America, Mexico and the Latin 
American continent, but also in marketing 


876 


GOODRICH 


and distributing upon a world-wide scale. 

When Mr. Deterding, the presiding 
genius behind the Royal Dutch combine, 
brought a cargo of oil on Royal Dutch 
Diessel-equipped vessels and sold it here, 
under the shadow of Standard Oil’s own 
home, and when he followed up this obvious 
challenge by the acquisition of valuable 
holdings in the Mid-Continental field of 
Oklahoma and elsewhere near Standard 
Oil's favorite preserves, the petroleum war 
was unofficially declared. If any elucida- 


tion of the foreign company’s intentions 
were necessary, Mr. Deterding supplied it 
with the statement: “I am going to stay in 
the United States and fight Standard Oil in 
its own territory.” 
Stock Dividend Possibilities 
All of which is some explanation why 


Shell Transport & Trading Company is 
getting acquainted with America, its in- 
vestors, and its resources in the way of 
capital. 

Standard Oil (unsponsored by govern- 
ments) can no longer ask the public to 
accept it on faith, in lieu of figures, although 
very many have been content to accept 
that alternative in the past. The general 
distribution of the preferred stock of 
Stendard Oil of New Jersey, its listing on 
the New York Stock Exchange, and a 
broad campaign of publicity, is going to 
familiarize the American investor with 
Standard Oil in all its branches. If a few 
“melons” should be decided upon later— 
Table I will indicate some of the possi- 
bilities in this direction—so much the 
better, as there will be more shares to go 
round, * 

The question of whether stock dividends 
are taxable as income will soon come up 
for decision. This question being sub 
judice, it might be out of place to make 
guesses as to the outcome. Justice Holmes, 
of the United States Supreme Court, has 
said “What has happened is that the plain- 
tiff’s old certificates have been split up in 
effect and have diminished in value to the 
extent of the value of the new,” which is 
another way of saying that four or five 
divisions of one can only be equal to one. 





STANDARD OIL FINANCE 


lhe investor who pays $700 for a share of 
Standard of New Jersey pays a high price 
ior a $100 share, but he buys in advance 
everything that goes with it, which, of 
course, includes its surplus and the possibil- 
ity of the latter materializing in additional 
certificates of lower price. The parts of an 
orange are no greater than the whole 
vrange, and the inclusion of the rind and 
pits makes the owner no richer. It is the 
writer's opinion that stock dividends will 
not be taxable if they represent a distribu- 
tion of surplus. 

Should the decision be favorable, it 
would not surprise anyone familiar with 
former Standard Oil policies to see the 
surpluses of many companies of the group 
capitalized by distribution of stock bonuses, 
a process that would enable the companies 
to finance themselves conveniently if ac- 
companied by “rights” to subscribe for 
more stock at an attractive price. It is 
not inconceivable, despite technical denials 
from headquarters of any such intention, 
that a lower par value and reduced price 
for some such high-priced favorites as 
Standard Oil of New Jersey, Atlantic Re- 





Table I—Standard Oil Stock-Dividend 
Possibilities 
(000 omitted) 


Capitalization Surplus.at 
Outstanding at end of 
end of 1918 1918 


Atlantic Refining *$44,500 
Chesebrough Mfg +3,000 
S. O. of California *145,000 
S. O. of Indiana *87,500 
S. O. of Kansas *4,300 
S. O. of Nebraska 73,500 
S. O. of New Jersey *464,000 
3. O. of New York *110,000 
3. O. of Ohio *24,000 
i i *63,800 
*70,400 
*3,300 
+45,000 


Name of Company 


Solar Refining 
Vacuum Oil 


*Official. tEstimated. 


fining, Continental Oil, Chesebrough Man- 
ufacturing, Standard Oil of Indiana, or 
Prairie Oil & Gas would lead to much 
greater public participation in their market. 

The proposed listing of Standard Oil of 
New Jersey preferred will probably be 
followed by similar action in the case of 
Atlantic Refining preferred. Who can tell 
whether popular reception of an active 
market for these issues will not stimulate 
greater inquiry for others, and influence 
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Standard Oil's management to cater to the 
will of the public by listing other issues, 
rather than adhere to its present careful 
policy of keeping its securities out of the 
speculative arena? Will popular favor 
towards this group influence Governmental 
sympathy in case the conflict with the 
British sponsored Shell combine might be- 
come formidable? 


Standard Oil of Indiana’s Position 

Standard Oil of Indiana has certain 
peculiar features that are unlike the rest 
of the group, both as to its dividend policy, 
the fairly obvious intentions of the man 
agement by its curious arrangement of capi- 
talization, and its spectacular record in the 
past. 

When the shareholders cheerfully ratified 
an increase in capitalization from $30,- 
000,000 to $100,000,000 in March, 1917, they 
doubtless recalled that the former increase 
from $1,000,000 to $30,000,000 resulted in 
the handsome and record dividend of 2,900 
per cent.—which is the prize dividend for 
the group. It was also remembered that 
prior to segregation from the parent 
Standard Oil of New Jersey, dividends of 
850 per cent. and 450 per cent. were paid 
in 1903 and 1906. It was natural to sup- 
pose that the last increase was made with 
the view to again rewarding stockholders 
for their faith in the company, and the re- 
sult of that anticipation was an advance in 
the stock from a low of 570 to-a high of 
950 in that year. 

No action was taken and no announce- 
ment has been forthcoming beyond the 
publication of the official figures showing 
the capitalization unchanged at $100,000,000 
authorized and $30,000,000 outstanding. 
Rumors have been going the rounds that 
the company has been purchasing the 
shares of a well-known independent com- 
pany in the open market, with its surplus 
funds. The company has neither denied 
nor affirmed these statements, and beyond 
giving a little information that it has raised 
and lowered the price of gasoline and 
kerosene occasionally, stockholders have 
heen kept on the anxious seat regarding 
stock dividends. The slump in the stock 
from its high of 950 to a low of 512 shows 
that keen disappointment has been felt at 
the absence of some action in the matter. 

The evident desire of the Standard Oil 
management to strongly fortify itself in 
every department against any possible con- 
tingency that may arise, may account for 
its tardiness in acting, or committing itself 
to any statement of future policies. The 
uncertainty surrounding the taxability of 
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stock dividends is another halting factor, 
but this should be cleared up after the 
matter comes up for decision on October 5. 
A good deal must also depend upon the 
success or otherwise of recent financing of 
Standard Oil of New Jersey and Atlantic 
Refining, and the test of public temper 
towards the requirements of the Group as 
a whole. 

Despite its present surplus of $87,509,465 
and the apparent resolve in March, 1917, 
to capitalize surplus by the increase in 
capitalization to the extent of $70,000,000— 
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perity, and in March, 1917, it did not look 
as if there was going to be an early ter 
mination of the conflict. With the rela 
tively poor showing of $24 a share earned 
in 1918, after setting aside $66 a share for 
taxes, the capitalization of surplus in 1917 
might have been a little premature in the 
light of subsequent developments. 


No Ground for Discouragement 


Whether or not the company was too 
hopeful only the future can tell. Its surplus 
of $87,509,465 is still a very handsome one 





TABLE II—STANDARD OIL OF INDIANA’S FINANCIAL STATUS 
1915 


Net profits 
Net income $15,998,376 
Dividends paid 

Dividends a share 

War tax a share 

Net earnings a share 

Total surplus 26,792,042 
Ng edn cebenicenen 40,560,770 
Current liability 3,811,883 
Net working capital 36,748,887 


*Before providing $18,400,000 for war taxes. 


1917 1918 
$44,808,930 $43,263,877 
18,400,000 20,000,000 
26,408,930 23,263,877 
30,000,000 30,000,000 
7,200,000 7,200,000 
24.00 24.00 
ecece 61.33 66.00 
97.80 88.02 77.54 
52,236,658 *89,845,558 87,509,465 
35,854,328 55,238,125 61,970,832 
3,178,335 6,650,629 27,602,069 
32,675,993 48,587,496 34,368,763 


1916 
$29,043,616 
30,000,000 


3,600,000 
12.00 





which about represented the surplus at that 
time—many things have happened since 
then which may alter original intentions, 
for example, heavy taxes. It is noticeable 
that although the company was able to carry 
forward well over $12,000,000 in I9gI5, 
$25,000,000 in 1916 and $37,000,000 in 1917 
to surplus account, there was actually a 
deficit of over $2,000,000 at the end of 
1918, which technically caused the company 
to dip into surplus to pay its $24 dividend 
that year. The estimated income of 
$23,263,877 was considerably reduced by the 
setting aside of a reserve amounting to 
$20,000,000 for income taxes. While this 
was not the first time such a large amount 
was set aside, and may appear ultra-con- 
servative, the directors may have occasion 
to revise this downward ultimately, and 
their care would mean a “plowing back” of 
still further equities behind the stock, which 
at the present has a net appraisement of 
around $450 a share. 

The company, of course, had its banner 
year in 1917, when the earnings were the 
equivalent of over $149 a share before 
taxes, compared with $97, $53, $22 and $49 
in the preceding years. Like a good many 
other oil companies, Standard Oil of In- 
diana enjoyed its full meed of war pros- 


and is a remarkable improvement of its 
position in 1913-1914, when this figure stood 
around the $15,000,000 mark. A glance at 
its balance sheet will show that this im- 
provement is carried all along the line, its 
current assets having jumped from $21,- 
635,980 in 1914 to $61,970,832 at the end of 
last year. Its current liabilities have been 
kept down to a satisfactory ratio consider- 
ing the growth of the company, as although 
they have doubled in the last five years, this 
is offset by the astonishing growth in 
surplus, which in 1912, stood at only 
$10,216,046, compared with over eight 
times that amount at the present time. 
Being essentially a manufacturer of 
gasoline, the company is more or less 
dominant in this line, not only in Indiana 
but in this country through ownership of 
the Burton process, which is used by all the 
other Standard Oil companies for the manu- 
facture of gasoline from low-grade oil. 
The major portion of its income is derived 
from royalties for the use of this process. 
The Burton process has been far more 
suceessful than other similar methods. 
At around 755 the shares seem attractive, 
and the writer believes holders can afford 
to disregard temporary swings in the stock, 
for the sale of the longer-range outlook. 





Why Oil Stocks Differ 


Some Points a Prospective Investor Should Consider—Hazards 
Inherent in Small Scale Operations 


By E. H. GREENACRE 


HE time-honored ‘peach-twig” method 
of finding oil has been succeeded by 
present-day scientific methods which 

pave the way for more successful results 
from drilling operations. 

Not so many years ago, all that some 
people thought necessary to do in order to 
“discover” oil was to secure twigs in the 
shape of a crotch from a peach tree. They 
then tested the possibilities of oil-bearing 
areas by walking over the ground and 
carrying this crotch or “divining rod,” as 
it was called. If it moved or trembled 
(aside from any such cause as resulted 
from the nervousness of the prospector) it 
was thought that the land contained oil. 
Strange to say, oil was found in numerous 
localities where this was done—but whether 
the method was coincident with or indica- 
tive of the existence of oil, the writer is not 
prepared to say. At any rate, the fact 
remains that drilling operations these days 
are predicated on geological methods re-in- 
forced by data based upon a record of “past 
performances” in adjoining or other oil- 
producing territories. 

The classification of the land is first gone 
into, i.e., proved, probable, prospective and 
worthless territories. 

“Proved oil land,” as its description in- 
dicates, is that on which one well has been 
drilled on, say, every 160-acre tract, or 
according to the California State Mining 
Bureau’s definition, “is that land which has 
been shown by finished wells, supplemented 
by geological data, to be such that other 
wells drilled thereon are practically certain 
to be. commercial producers.” Drilling on 
such areas naturally involves minimum 
operating hazards. 

“Probable oil” land comprises those 
areas where the prospects of finding oil are 
considered favorable according to geologi- 
cal indications of the formation and extent 
of the underlying structure and the in- 
formation obtained from test drilling. 

“Prospective oil land” is that area 
which is classified entirely by the observa- 
tion of geologists and experienced “field 
men” as possibly containing oil, but a great 
deal of uncertainty attaches to the value of 
such tracts until they are drilled. 

“Worthless land” includes those areas 
on which drilling has been done without 
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finding oil, either because it is non-oil- 
bearing, or because the prospects of secur- 
ing a profitable yield are considered to be 
remote. 

It is apparent, therefore, that the mere 
statement in a prospectus of the com- 
pany holding thousands, hundreds of thou- 
sands and even millions of acres of land, 
is of uncertain value, to say the least, 
until some approximate classification is 
made along the lines above described. This 
data should be available, as it is evident that 
the organizers of the company secured it 
and considerably more when their holdings 
were acquired, in order to supplement their 
valuation appraisals, etc., as the amount of 
acreage held according to the outline de- 
scribed is one of the numerous important 
reasons why oil stocks differ. 

“Properties in Wyoming, Kentucky, Cali- 
fornia or Texas” mean little, therefore, 


unless they have been carefully seiccted at 
reasonable prices and are certain to be com- 


petently developed with ample working 


capital for exigencies. 
Other Reasons 


If ever a type of business required 
sufficient capital to finance its operations it 
is a new oil producing company—for failure 
is always possible, even when the area to 
be drilled has every appearance of bearing 
oil. This is especially true when the com- 
pany has no proven oil lands, and where 
small-scale operations are necessary. In 
such cases the risk, of course, is very high, 
but the rewards are usually commensurate 
in the event that oil is struck. 

Unproven land is commonly called “wild- 
cat” territory, and leases on such areas are 
obtained for a certain period, five years or 
more, at a nominal consideration, although 
usually on condition that those leasing the 
land will undertake to drill and complete 
a well to a certain depth (depending upon 
local conditions) within a prescribed period 
—from ninety days to a year or more. 
Sometimes a sum of money is deposited 
with a local bank by the operator as a 
guarantee of good faith. The lessor, on 
his part, generally agrees to accept as his 
share of the profits one-eighth of the oil 
produced. 

Before any drilling is done, the experi- 
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enced operator will have an examination 
made of the property titles and, if found 
satisfactory, a geologist is assigned the 
responsibility of deciding where drilling 
operations should be started. 

Erection of a derrick and its equipment 
will probably cost from $10,000 to $15,000, 
and drilling costs are so much per foot, 
say, $3.50, which figure is regarded low. 
On this basis, a 2,500-foot well would cost 
approximately $9,000 for drilling alone. 
Then there are other expenditures such as 
storage tanks and other ground equipment 
which are likely to run up the cost of com- 
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the end of a cable which gives them a 
churning motion by a walking bean rocked 
by a steam engine. Falling under their 
own weight, the tools pulverize the solid 
rock and other obstacles, piercing their way 
through the earth. In order to guard 
against the inflow of water and to prevent 
the caving in of the hole, the well is lined 
wholly or in part with iron piping, or 
“casing,” which is forced down according 
to the exigencies of the situation. Smaller 
bores are used to different levels, depending 
upon the depth of the well, so that when 
completed, the casing corresponds in form 
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FPHOTOGRAPH OF A MODEL IN THE NATIONAL 
OCCURRENCE OF 


Costs 
obviously vary, sometimes very widely, 
in different localities. Consequently, the 
figures shown are only illustrative of how 
the money can be tied up in the operating 
end of the business. 

On the other hand, if preliminary drill- 
ing indicates the possibility of oil, an 
operator often can sub-lease the ground 
adjacent to the well in progress. An active 
demand exists for such territory on the 
part of the many who let “the other fellow” 
prove the land. While the sale of such 
leases yields revenue for the financing of 
the company, yet such methods are not to 
be approved unless the concern can not 
obtain funds elsewhere, as proven oil land 
should be held to insure a petroleum re- 
serve. 


pleting a well to $35,000 and above. 


Drilling Operations 
Drilling is usually done by means of a 
heavy string of steel tools suspended at 





MUSEUM AT WASHINGTON, SHOWING 
OIL AND GAS 
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to a telescope. This method of drilling is 
called the standard, or percussion, system. 

The rotary system is another method 
which requires a more elaborate set of 
machinery, owing to the drilling and in- 
sertion of the casing being done at the 
same time. The latter is tipped with a steel 
bit like a big auger, and when rotated, 
bores its way down. This system is more 
in vogue where the danger of “cave-ins” is 
present. 

Upon passing through the various forma- 


‘tions (such as indicated by the accompany- 


ing illustration) the drilling tool reaches 
the subterranean supply of oil, which, under 
the influence of gas, may result in the 
petroleum spurting forth violently. Unless 
proper facilities have been arranged to 
catch and store the oil, large quantities 
find lodgement on the ground until the well 
can be capped. Energies can then be 
directed to the drilling of additional wells 





WHY OIL STOCKS DIFFER 


in order to assure an ample supply for the 
pipe line which will carry the crude product 
to the refineries from which it is to be 
marketed. It can be seen, then, that if by 
good fortune oil is found, and there is no 
pipe line or other transportation facilities, 
the product has, figuratively speaking, about 
the same market value as ice at the North 
Pole. This is especially true in Mexico, 
where oil in immense quantities is found, 
but where in many cases inadequate outlet 
facilities prevent the oil from being sold, 
prices usually being quoted “at the well.” 

Assuming, however, that due regard has 
been paid to the proximity of refining 
facilities, no pipe line company will go to 
the expense of extending its lines to the 
new territory until it is at least reasonably 
assured that there will be enough oil traffic 
permanently in sight to warrant such 
action. 

Although the producer has the privilege 
of building his own line to connect with 
another system, this calls for another finan- 
cial outlay. Local conditions may justify 
spending the money in the treasury to drill 
additional wells, which, if equally pro- 
ductive, may aggregate enough of an oil 
supply to induce a pipe line to build a spur 
to the property. 

The pipe line either holds the oil at 
various storage points or runs it direct to 
the refinery, of which there are three kinds 
—“skimming,” “straight-run” and “crack- 
ing” plants. Most of the “skimming” plants 
are west of the Mississippi River and make 
only a partial recovery of products, de- 
pending upon the urgency of the demand 
and the ease with which they can be 
extracted. 

The “straight-run” plant turns out the 
four principal products of petroleum— 
gasoline, kerosene, fuel oil and lubricating 
oil, as well as their numerous by-products. 

The “cracking” plant is more modern 
than the other two. Owing to the fast- 
growing demands for gasoline, the so-called 
“cracking process” was evolved some years 
ago, whereby a larger percentage of gaso- 
line can be obtained from petroleum than 
from the ordinary means of distillation. 

It has been pointed out that there have 
been three stages to date in refining 
development—skimming, straight-run and 
cracking, each stage representing an ad- 
vance over the preceding one. Further- 
more, it has been shown that the cracking 
refinery is in line to finally dominate the 
situation and that it is entitled to that posi 
tion on account of being in the_line of real 
progress. 
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Where the Profits Are 


From the foregoing, it can be seen that 
three of the four major operations in the 
oil industry are producing, transportation 
and refining. The fourth is marketing. It 
is in the last two that most of the profits 
are made. An oil producing company these 
days, therefore, is obliged to branch out 
and become as “self-sufficient” as possible, 
thereby conserving every available profit 
from the various operations instead of re- 
ceiving only a portion in that end where 
the risk of obtaining oil is not only greater, 
hut where there is the uncertainty of main- 
taining production in view of the new oil- 
hearing areas constantly becoming more 
limited and more costly. This is necessary, 
also, because of the very evident fact that 
every barrel of oil produced correspond- 
ingly shortens the life of the property, 
which, from the viewpoint of the investor, 
represents a shrinkage of his principal. 

The preceding indicates why the securi- 
ties of a corporation representing a com- 
plete cycle in the oil industry are more 
in favor among discriminating investors 
There are exceptions in the cases of those 
producing companies occupying a prominent 
position in the trade, but usually they are 
affiliated with the other operating units in 
such a way as to carry on their activities 
almost as though they were one concern. 
Of course, producing companies sometimes 
show splendid profits, and in the first flush 
of their glory begin to pay liberal dividends, 
but experience shows that many such dis- 
tributions were made at the expense of the 
corporation’s future business life. Such a 
concern‘s main value often lies in the 
advantages of its becoming a member of a 
consolidation of other small producers, but 
the same principle applies—that the suc- 
cessful companies of today, whose earning 
power has been tested over a period of 
years under competitive conditions, are 
those which depend upon themselves for 
the complete handling of the oil. 


It behooves the person with money avail- 
able for investment in oil stocks, therefore, 
to consider the nature of the business in 
which he is importuned to place his money 
and exercise some every-day common sense 
in discerning whether the proposition has 
investment or strictly speculative features, 
then having decided for himself, to at least 
realize what he has a right to expect from 
his venture. -There are other important 
considerations in the purchase of oil stocks. 
and while no infallible rule can be laid 
down, a subsequent article will deal with 
additional features, 
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Sinclair Consolidated 


The Company on a New Footing—Now a Complete Cycle—Big 
U. S. Demand for Oil—Favorable Labor Position—Prospect 
for the Stock. 
By MANLY RANSON 


T was as recently as April, 1916, that the 
first of the large Sinclair units, the 
Sinclair Oil & Refining Corporation, 

was incorporated. Yet in 1918 the Sinclair 
companies produced about 12,000,000 barrels 
of oil, a quantity exceeding 40 per cent. of 
the 28,000,000 barrels produced by the 
Royal Dutch Shell companies, which were 
organized many years ago. To-day the 
directorate of the Sinclair companies is 
constituted of presidents and directors of 
financial and industrial corporations having 
assets of over $9,000,000,000, and including 
such men as Albert H. Wiggins, Harry 
Payne Whitney, James N. Wallace, W. B. 
Thompson, W. E..Cory, D. C. Jackling, J. 
L. Replogle, Samuel L. Fuller, Edward H. 
Clark, George W. Davidson. 

At the close of 1918 total assets of Sin- 

clair Oil & Refining were $111,514,625, and 


called, leaving a funded debt of $646,690 
The net earnings for 1918 were at the 
rate of $3.03 on the stock, compared with 
1917 earnings of $1.53. 

Sinclair Consolidated is a “mystery” 
stock, for it has not been officially stated 
what its assets are, but it seems to be gen- 
erally believed, judging from the fact that 
this stock is selling at practically the same 
price as the other two Sinclair companies’ 
stocks, that its assets and prospects ap- 
proximate those of the other two com- 
panies, and that there will be an exchange 
of stocks on a share for share basis. It 
was officially stated that Sinclair Consoli- 
dated was organized for the purpose of 
effecting a merger of the Sinclair com- 
panies. 

A Complete Cycle 
Sinclair Gulf produced about 
6,000,000 bariels and Sinclair 


In 1918, 





surplus from earnings - was 
$4,830,216, after reserving 
$16,232,986 (nearly 15 per 
cent. of the total assets) for 
depreciation, depletion and 
amortization of oil and gas 
leases for 32 montlis. Since 
January 1 the company has 
called over $18,000,000 of its 
bonds, reducing its funded 
debt to $4,566,618. Earnings 
for the last six months of 
1918 were at the rate of 
nearly $8,000,000 annually, or 
$3.90 a share after all inter- 
est, taxes, depreciations, ete. 
For the first six months of 
1919 net earnings from 
operations were $6,425,058, 
after interest, but before 
taxes, depreciation, etc. 
Sinclair Gulf at the close 
‘ of 1918, had assets of $61,- 
605,635, and surplus from 
earnings of $2,422,963. after 
reserving $6,655.913 (nearly 
10 per cent. of total assets) 
for depreciation, replacement, 
depletion and amortization of 
oil and gas leases for 15 
months. Since January 1, 
$9,436,500 bonds have been 
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Oil produced about the same 
amount; together about 3% 
per cent. of the 345,000,000 
barrels produced in_ the 
United States. However, the 
potential production of the 
Sinclair companies is_ far 
greater. Sinclair Consoli 
dated is developing its leases 
in Texas on a large scale. 
Moreover, drilling operations 
are being conducted in Pan- 
ama and Costa Rica, where 
production will probably be 
large. It was officially esti- 
mated that the potential pro- 
duction of the Mexican wells 
already drilled is over 35,- 
000,000 barrels annually. In 
the opinion of the writer, the 
potential production of all 
the Sinclair Companies is 
about 40,000,000 barrels. 

On completion, the pipe 
line system will connect the 
Great Lakes with the Gulf of 
Mexico, branch and gather- 
ing lines serving practically 
all the important oil fields 
of Kansas, Oklahoma and 
Texas. The strategic value 
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SINCLAIR CONSOLIDATED 


of this system lies in the fact that the con- 
sumption of oil in the United States is 
greater than production. ‘ 

The third factor in the Sinclair cycle is 
its refining capacity, which is being in- 
creased from 18,000,000 to 36,000,000 
barrels annually. It was officially stated 
that Sinclair Consolidated will build three 
refineries on the Atlantic Seaboard, one 
of them on New York Harbor. 

The fourth step in the Sinclair cycle is 
distribution, which has been developed 
from the Rocky Mountains to Massa- 
chusetts and from Oklahoma and Arkansas 
to north of the Ohio River. The Sinclair 
companies have an extensive foreign busi- 
ness in Latin America, and, through own- 
ership of the Union Petroleum Company, 
which did a business of $40,000,000 gross 
in 1917, a big foreign trade in Europe. 

When present plans are completed, Sin- 
clair interests will own or lease about 
7,000,000 acres of oil lands throughout the 
world, and will own steel storage tanks in 
the various oil fields with a capacity of 
over 5,000,000 barrels, about 4,000 miles of 
trunk and gathering lines, 13 refineries and 
more than 4,000 railroad tank cars, besides 
a fleet of about 50,000 gross tons (not all 
of which is owned) and 16 bunkering sta- 
tions, to furnish ships with oil, 9 of them 
heing already in operation. 


Future Demand 


The Royal Dutch Company estimates 
that there will be a world shortage of 
100,000,000 tons of coal in I919. W. C. 
Durant estimates that in 20 years there will 
be 15,000,000 automobiles in the United 
States, which compares with 6,146,000 now 
registered. The production of gasoline has 
increased only 133 per cent. since 1914, 
while the production of automobiles in- 
creased 258 per cent. As for fuel oil, the 
requirements for industrial purposes in the 
United States were 95,000,000 barrels in 
the year ended June 30, 1918, for other than 
railroad and bunkerage purposes. 

From a somewhat longer range point 
of view, sustained demand is to be ex- 
pected from the greater use of oil as fuel 
in the shipping industry. Edward N. 
Hurley, of the United States Shipping 
Board, estimates that America’s 25,000,000- 
ton merchant marine alone would require 
150,000,000 barrels annually for steam, or 
half that amount for motor power. 

It is not generally realized how favorably 
the oil industry is situated with regard to 
labor. In the first place, the most pro- 
ductive oil wells of the world are situated 
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in Mexico, Venezuela and Colombia, in all 
of which countries labor is very cheap. In 
the second place, the labor element is not 
so large in the oil industry. A field pump- 
ing station frequently pumps oil from as 
many as 15 to 20 wells. Even the trans- 
portation of oil involves a comparatively 
small element of labor, inasmuch as pipe 
lines require, in addition to the crews at 
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pumping stations, which are 40 miles apart 
on the average, only a number of line 
workers, one between each station, and a 
number of repair crews. 


Prospects 


In the matter of capitalization,-from the 
point of view of 1918 production, the Sin- 
clair companies compare satisfactorily with 
the Royal Dutch Shell Companies; for, 
although the stocks of the Sinclair com- 
panies have a market valuation of less than 
one-fifth that of the Royal Dutch Shell 
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Companies, Sinclair production was over 40 
per cent. that of theirs. 

An unfavorable factor is the large size 
of the stock issues, for there will be about 
5,000,000 shares authorized, which is 
approximately equal to the capitalization of 
the United States Steel Corporation, pos- 
sibly the largest industrial organization in 
the world. But all the stock authorized 
will not be outstanding. 

It is probable that the substitution of 
oil for soft coal for industrial uses will 
be accelerated by labor difficulties. The 
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foreign exchange problem does not vitally 
affect the Sinclair companies, because 
United States consumption of oil is greater 
than production. Government price regu- 
lation of petroleum products is a possibility, 
but probably not to the extent of greatly 
reducing the company’s profits. 

Everything considered, the outlook for 
the Sinclair companies under the proposed 
consolidation, which seems likely to be con- 
summated in the very near future, is no- 
ticeably improved in contrast with past 
vicissitudes. 





Heyden Chemical De-Germanized 


A German Subsidiary Taken Over by Powerful American Interests 
and Opened to Participation by Public—Strong Financial 
Position—Manufactures Much-Needed Drugs 
and Chemicals 
By ELI S. BLAIR 


HE Heyden Chemical Co., whose shares 

were offered to the public on the New 

York Curb last May, is a reorganization 
of the Heyden Chemical Works, organized and 
chartered under the laws of the State of New 
Jersey in 1900 as a branch of the Chemische 
Fabrik von Heyden Aktiengesellschaft of 
Radebeul, near Dresden, Germany. The rela- 
tions between the two companies were par- 
ticularly intimate. 

Of the twenty patents for the manufacture 
of chemicals that were sold with the company, 
only one was owned by the Heyden Co. on its 
own account. The rest had been transferred 
to it by the parent concern, together with such 
additional information and improvements as 
came up from time to time. 

The pleasant relations of the two firms, how- 
ever, were broken up by the action of the 
Alien Property Custodian in summarily selling 
at open auction the stock, property, and patents 
of the Heyden Chemical Works, and the 
“rights, interests and benefits created in favor 
of the Chemische Fabrik von Heyden of Dres- 
den.” The purchaser was Allan A. Ryan, 
whose financial connections and backing 
promise good support for the company. 


The Heyden Plant 
The works of the company are located at 
Garfield, N. J., in the heart of the industrial 
district of Northern New Jersey, where many 
of the war-time emergency chemical and muni- 
tion plants were located. The plant consists 
of an office, a laboratory, seventeen mill 
buildings and a new plant for the sublimation 
of-one of its most important products, acetyl- 
salicylic acid, or aspirin. The land occupied 
extends over about seven acres, held free of 
encumbrances. This means that there are no 
_motgage charges to be deducted from earn- 
ings. 


Geographically the plant is well-situated, as 
it is near the Passaic River, and a mile away 
from the Passaic station of the Erie railroad. 
It makes its shipments through this road, 
which has a siding going directly into the 
plant. Transportation is an important con- 
sideration in dealing with products of high 
specific value which according to most classi- 
fications, pay higher freight rates than bulkier 
commodities. In addition, the company owns 
a fleet of motor trucks worth over $20,000 
with a heavy depreciation reserve behind them. 

The principal products of the company are 
salicylic acid and its derivatives, notably 
aspirin, which is coming into wide popular 
use as a substitute for headache powders; 
formaldehyde, saccharine, and medicinal com- 
pounds of silver. It will be seen that it 
specializes in the manufacture of organic 
chemicals, where raw materials are not such 
an important consideration as efficient equip- 
ment for handling and most of all, highly 
trained labor. The market for this class of 
products, largely pharmaceutical, is an un- 
usually steady one, from the commercial point 
of view, as disease is always with us and | ane 
for its treatment are indispensable. 


Financial Structure 

The old Heyden Chemical Works consisted 
of 750 shares of stock of $200 par value, 747 
of which were sold outright, while three were 
kept in the treasury. The reorganized com- 
pany has an authorized capitalization of 500,- 
000 shares of no par value, all of which are 
outstanding. Some people consider it rather 
overcapitalized, as the stock was issued at $6 a 
share, while the purchase price said to have 
been paid to the Alien Property Custodian 
by the controlling interests was about $1,500,- 
000, or $3 a share. However, in the market 
there have been no fears on this score, as the 
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stock has rapidly risen since the incorporation 
of the new concern in May and it is now sell- 
ing at*abcut $10 a share. 
[hat the confidence in the earning ability of 

new corporation has some justification 

y be gathered from a study of the earnings 
re ecord of the old company. In 1913 the 

t profits were $88,904; in 1914, $117,535; in 
th e first year of the war, with the exclusion of 
German drugs, profits took a. great leap to 
$593,861, and followed. it up the next year by 

high mark to date of $1,549,941. The 
1917 earnings were $807,793, which mark was 
bettered last year with a net profit of $922,- 
800. Heavy income and excess profit taxes, 
figured at $271,128 in 1917 and about $450,000 
in 1918, cut down these amounts substantially. 

e fact that there is no funded debt enables 

the stock to get the full benefit of net income 
aiter taxes. 


Prospects 


The company’s outlook for a continuation 
of prosperity is very good in view of the 
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aggressive new management and the profitable 
contracts now outstanding. One of them, with 
the Bayer Co., it is understood, provides for 
the profitable disposal of the entire output of 
aspirin of the new company until six months 
after the official declaration of peace. The 
company is also said to be deriving consider- 
able revenue from its half-interest in the 
American Condiments Co., through the sale 
of saccharine. 

No dividend basis has as yet been estab- 
lished for the new concern, though in view of 
the good earnings record of the property it 
should pay well. An important recent devel- 
opment is the application for listing the stock 
on the New York Stock Exchange, for which 
the final accounting details are now being pre- 
pared by the company. It seems one of the 
more promising of the new industrials, par- 
ticularly as legislation is now pending in 
Washington for protection of the chemical 
and dye industry which should assist in forti- 
fying the position of American enterprises in 
that field. 





WALL STREET JOTTINGS 


W. H. Clarke, manager of the bond department of 
H. M. Byllesby & Co., has been elected vice-presi- 
dent of the buying department in New York with 
special reference to syndicate participations. Chester 
C. Levis was elected manager of the New York 
office 


Frederick H. Payne, first vice-president of Green- 
field Tap and Die Cerporation, has been admitted as 


a general partner im the firm of Tucker, Anthony 
& Co. 

Finance and Trading Corporation has opened a 
Chicago office under the supervision of Edward S. 
Moore, 

Morgan Van Woert has become associated with 
the bond department of J. M. Byrne & Co. 

Kennedy & Co., 74 Broadway, announce that Wil- 
bur T. Marsh, member of the Consolidated Stock 
Exchange, has become associated with the firm. 

“Scandinavia and Its Trade Opportunities” is the 
title of a booklet issued by the National Shawmut 
Bank of Boston. 

Samuel Russel Bogue has become associated with 
W. C. Langley & Co., 115 Broadway. He was for- 
merly with Posner & Co. 

Hugh F. Donnelly, credit manager of the Italian 
Discount and Trust Company, New York, has been 
appointed assistant secretary of that company. 

Neville Gordon Hart and Ira Haupt have formed a 

rtnership under the firm name of Hart & Haupt, 
with offices at 61 Broadway. They are members of 
the New York Stock Exchange and will conduct a 
general brokerage business in stocks and bonds. 

Charles G. Miller has been admitted to member- 
ship on the New York Stock Exchange. 

Henry Morgan has purchased the New York Stock 
Exchange seat of Norman P. Ream for $90,000. 

William Stern is now associated with Posner & 
( as manager in their branch office in the Metro- 
politan Building. 

Arthur F. Broderick, formerly with the National 
Bank of Commerce, has become affiliated with the 
Stock Exchange firm of J. S. Bache & Co, as @ 
general partner. Application has been made to the 
Stock Exchange to transfer the seat of Leopold S. 
Bache to Mr, Broderick. 

Thomas A. Buckner, vice-president of the New 
York Life Insurance Company, has been elected a 
director of the Columbia Trust Company, 


Directors of the Mercantile Bank of Americas 
have elected as additional vice-presidents Alfred 
Meyer, who will have the joint title of vice-presi- 
dent and general manager; L. S. Wyler, Walter 
M. Van Deusen and William B. Mitchell. 

At a meeting of the directors of the Chemical 
National Bank, Edwin Gibbs, assistant secretary of 
the Farmers’ Loan & Trust Company, was appointed 
trust officer. He will have charge of the recently 
organized trust department. W, F. Crook, for sev- 
eral years credit manager of the bank, was appointed 
assistant cashier. 

The Guaranty Trust Company 
been appointed registrar of the 
stock and common stock of the 
pany, Inc. 

The Asia Banking Corporation announces the ap- 
pointment of W. G. Avery as general manager of 
its Far Eastern branches, with headquarters at Shang- 
hai. Mr. Avery was formerly assistant treasurer of 
the Guaranty Trust Company of New Yor 

Henry Evans has resigned from the besed of the 
American Hide and Leather Company. He has dis- 
posed of his holdings of stock in the company, 

The Chase National Bank announces that at a meet- 
ing of the board of directors Mr. Reeve Schley, for- 
merly a member of the firm of Simpson, Thacher & 
Bartlett, was elected a vice-president. 

A direct New York wire and board and four addi- 
tional offices have been added to the equipment of 
Frank & Lewis, of Los Angeles. Percy Sheedy will 
have charge of the new department, executing buying 
and selling orders and furnishing quotations on stocks, 

L. Winkelman & Co., 44 Broad street, have 
issued a circular on “Shell and Transport.” 

G. G. Galbro & Co., of Boston and Philadelphia, 
have opened a branch office at 40 Wall street, under 
the management of Lloyd V. Gilliam. 

Edward J. McQuade has been elected a director of 
the Mergenthaler Linotype Company to fill the va- 
cancy caused by the death of Edward V. Murphy. 

W. P. Anderson, formerly assistant general man- 
ager of the Wright-Martin Aircraft Company of New 
Brunswick, N. J., has become general manager of the 
Olds Motor Company, of Lansing, Mich. 

The Guaranty Trust Company of New York has 
been appointed registrar of the second preferred stock 
and common stock of the Congoleum Company, Inc, 


of New York has 
second preferred 
Congoleum Com- 





Selling Half 


A Plan Which Often Results in a Large Saving to the Investor 
Times When Discretion Is the Better Part of Valor 


By SCRIBNER BROWNE 


S the whole world knows, or at any 
A rate that part of it which takes any 
interest in the stock market, nine in- 
vestors out of ten are constitutional bulls, 
and the greatest reason why the public as 
a whole loses money in stocks is that 
holders are never quite ready to take their 
profits. 

In a genuine bull market the public 
makes a good deal more money than pro- 
fessional traders—but the public does not 
keep that money. The professional trader 
has probably missed a large part of the 
profits he might have made out of rising 
prices because of his suspicious attitude 
towards the advance. Whenever he sees 
considerable profit-taking by large holders 
after a sharp advance, he begins to fear 
that the bull movement is over. He fully 
realizes that the market is going to look 
strongest at the top, whenever the top is 
reached. So he takes his profits because 
they are in sight, without waiting for any 
adverse developments to put in an appear- 
ance. 

Not so with the public. On each of these 
sharp advances the public is busily buying; 
and as long as the bull market continues, 
the public is, of course, substantially right 
and has the laugh on the more timid pro- 
fessional. 


When the Break Comes 


At the top the public is more bullish 
than ever. Rosy optimists can always see 
new reasons, never operative before, which 
make the present bull market an entirely 
different matter from previous bull markets. 
Repeated efforts of the wicked bears to 
break prices have failed, to the great dis- 
comfiture and loss of said nefarious bruins, 
and the public has reached the conclusion 
that “they can’t break this market”—a.re- 
mark which becomes ludicrously familiar to 
the gray-haired and hardened habitue of 
the Street. 

So at the top the public is “loaded.” 
Everybody knows that prices are high, but 
nearly everybody is confident that they 
are going still higher. Eventually, of 
course, comes bear news. No one can tell 
just when it is coming, or where it will 
come from, but it is sure to come. Then 


the public tries to take its profits; but 
prices prove to be twice as slippery as the 
greased pig at the country fair. Then the 
wicked bears come out of their dens, 
nursing their wounds from previous at 
tacks, and get their revenge. And so we 
have the same old story—the public has let 
its profits get away through excess of 
optimism. 

To remedy this situation, the public is 
usually advised to sell when everybody else 
is bullish and transactions are big at high 
prices. The public never takes this advice 
anyway—largely because it is to a great 
extent a new public every time; but even 
if it were to attempt to follow the advice, 
some difficulties would be encountered. 
Those conditions, or at any rate, conditions 
that seem very much like them, are likely 
to occur several times at various periods 
of the bull movement. 

When prices are halfway up, it may be 
that nearly everybody will be bullish, that 
transactions will be big, and that prices, 
compared with previous markets, will seem 
high. But if the average outside investor 
took his profit there he would be highly 
disgusted a little later to see the market 
go on up without him, and after kicking 
himself a while, he would probably buy 
twice as much later when prices were near 
the top—and suffer the usual fate. 


Why Not Sell Half? 


Now the simple fact is that nobody in 
the world can tell when a big bull market 
will culminate. Once the speculative public 
gets the bit in its teeth, there is no telling 
what it will do with prices. The big bank- 
ing interests get deceived just about as 
often as the smaller professionals. It has 
happened again and again that interests 
which supposed they knew all there was 
to be known about the market in some stock, 
have taken their profits after a big 
advance, only to see the public run away 
with the price. And equally often it has 
happened that “insiders” have overstayed 
their market and have had to sell as best 
they could on rapidly falling prices. The 
idea that the big interests always buy near 
the bottom and sell near the top is all 
moonshine. 





SELLING HALF 


But—and here is the point of my argu- 
ment—anybody can tell when he has a big 
profit. f 

Then why not take half of it, and thus 
put yourself in a safe position? 

If prices go on up, you will still have 
half of your line, on which you can realize 
a still larger profit. If, on the contrary, 
prices begin to fall, they would have to go 
as far below your buying point as they 
have gone above it, before you would begin 
to face a loss. Presumably you would not 
allow your trade to run below the point 
where you bought; so at the worst you 
would have a liberal profit on half of your 
holding and would get out even on the 
other half. 

It’s a perfectly simple idea—so simple 
that hardly anybody ever does it. On the 
contrary, many are fascinated with the idea 
of “pyramiding.” 

Here is a stock which has advanced 40 
points. “Now,” says the inexperienced 
operator, “if I had bought 100 shares on 10 
points protection, I could have doubled 10 
points up and still had 10 points margin. 
[ could have doubled again 20 points up 
from the start, and still again 30 points 
up, and my protection would always have 
been 10 points or more. After 40 points 


advance I would have had a total profit of 
—let’s see—$15,000—and my biggest risk 
at any time was $1,000. That’s 1,500 per 


cent. on the money. That’s the idea— 
balancing a big profit against a small loss.” 

Yes, it is the idea, provided: 

(1) That the stock is going up 40 points 
without at any time reacting more than 
five or six points—for remember that your 
broker will not carry your account for 
you clear down to your exhaust point. He 
has to protect himself first in order to stay 
in business. 

(2) That.you take your profit at the 
end of the 40 points rise, without getting 
still more enthusiastic and trying to get 
another five or ten points. 

These are very large and important 
provisions, especially the first one. If you 
are expert enough to “forecast” such a 
movement as the above, you should be a 
multimillionaire already, so that you don’t 
need to bother with the stock market any- 
way. 

I don’t deny that there may be seasoned 
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operators who are skilful enough to see a 
sharp movement coming and to pyramid 
successfully during its progress, but the 
chances are at least 10,000 to one against 
your being one of those experts. And if 
you are not, then the chances are 50 or 
more to one that you will lose your first 
$1,000 instead of making the $15,000. 

The average outside “investor”—as they 
all call themselves—should arrange for an 
ambulance to take him to the financial 
hospital before he starts out on his plan of 
pyramiding. 


Reversing Yourself 


It has often been noted that if the public 
as a whole would simply reverse itself and 
buy when it feels like selling and sell when 
it feels like buying, it would make millions 
and would put an end to wild fluctuations 
in the stock market. 

The public won't do it. But why not do 
it yourself to the extent of selling half 
your line when you feel most bullish, after 
a sharp advance? 

It is easy to make money in stocks— 
easier than not, at times. But keeping the 
money thus made is exceedingly and des- 
perately difficult. All money is slippery, 
but this is the slipperiest kind. “Easy 
come, easy go” applies to the stock market 
even more emphatically than to anything 
else. 

The hard-times bread lines are crowded 
with men who have, at one time or another, 
made money in stocks. They couldn't keep 
it. They were bulls at the top. Instead of 
selling half, they doubled up. They acted 
on enthusiastic impulses instead of on cold 
judgment. 

You, doubtless, will escape the bread line, 
for the fact that you are reading such a 
wideawake publication as THE MAGAZINE 
OF WALL Street indicates that you are 
fairly wideawake yourself. But you won't 
make and keep money by doubling at the 
top, nor by buying on sharp advances, nor 
even by holding on until long after the top 
is passed. 

By selling half, you may make less 
money in some particular instance, but you 
will have more money at the end of five 
years. You will be working on businesslike 
principles rather than on the gambling in- 
stinct. 





Chicago Continues Prosperous 


Money Plentiful—Business Active 


Recent Investment 


Developments 


By Our Chicago Correspondent. 


VEN though the nation-wide problems of 
labor and the high cost of living have 
presented themselves in the Middle West 

in no uncertain manner, still the irresistible 
business expansion attendant upon the recon- 
struction period continues. 

Evidence that the serious disturbances to 
which Chicago has been subjected are not of 
powerful enough influence to check the busi- 
ness giant is most emphatically presented in 
the July bank clearings. The total clear- 
ings here in that period set a new high 
mark of $2,676,307,723, or 19 per cent. ahead 
of the same month a year ago. This com- 
pares with the former high record of $2,- 
406,279,329 reached last May. No other 
example can present as strongly the record- 
breaking volume of trade being handled by 
the jobbing manufacturing, packing, grain 
handling and retail enterprises. 

That money is plentiful is shown by the 
general banking situation. During the same 
July period the Continental and Commercial 
Bank of Chicago reached its high record of 
deposits—$339,000,000—and at the present time 
it is reported that its deposits are close to the 
$400,000,000 mark. The First Trust & Savings 
Bank reported over 103,000 savings deposi- 
tors, by far the largest number in its his- 
tory, so it is obvious that money is plentiful 
with the layman as well as with the corpora- 
tions. 

To grasp the situation here one must bear 
in mind when considering these figures that 
they were reached at a time when Chicago 
was subjected to disturbances that under 
normal conditions would naturally have had 
a serious effect, as they were at least tem- 
porarily as severe as any of the conditions 
that confronted Chicago during the war 
period. 


Labor Troubles 


The insatiable demands of labor for higher 
wages and still higher wages seemed to reach 
its climax during the latter part of July and 
the first part of August, resulting in tie-ups in 
most every line of endeavor and absolute 
lockouts in several of our. most important 
lines of industry. 

Of course, the tie-up of the elevated roads 
and street car lines due to the strike of their 
employees and the outbreak of serious race 
riots in the regions adjacent to the stock 
yards were by far the most spectacular, but it 
is improbable that their effects were as serious 
as were those of the labor strikes that affected 
the manufacturing industry. 

At the moment it looks as though the day 
of excessive demands and consequent labor 
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difficulties is waning and with these re- 
moved Chicago should experience the great- 
est prosperity it has ever had. 

One situation that is seriously affecting the 
high cost of living remains to be removed— 
the lockout of the building trades. The 
housing problem here is serious. The existing 
shortage is hard to estimate. At the time of 
the lockout a building program was well under 
way which because of its extent seemed fair 
to solve this condition and at the same time 
give remunerative employment to thousands of 
people. The lockout reflects no special credit 
on the acumen of either the union heads or 
the striking men, inasmuch as large numbers 
of carpenters who have refused a 92% cent an 
hour wage scale here are migrating to other 
centers to work on an 80 cents an hour wage 
basis. 

Inasmuch as the wage scale offered these 
men is the highest in the country for similar 
lines of endeavor the sympathies of the public 
at large are with the employers and their 
stand in refusing a settlement on any other 
basis than the one offered is especially popular. 
An early settlement of this condition is ex- 
pected and with its settlement one of the most 
serious obstacles to progress will be removed. 

The great lesson that comes from this 
period is that if the territory of which Chicago 
is the center can reach its business peak 
during times of unrest it is apparent that it is 
on its way to record-breaking prosperity. 


Money 


The money market has shown little change. 
Commercial paper has been in great demand 
at a 5 per cent. rate for the highest grade of 


names to 5% per cent. The country banks 
have been especially heavy purchasers. Larger 
banks have found it more profitable to lend 
money on call—attracted by the prevailing high 
rates on call loans in Wall Street. Banks are 
of the opinion that the market will continue 
firm until September 15 with funds plentiful 
but with a tendency toward a 6 per cent. rate. 
In a recent interview on this subject Mr. 
E. D. Hulbert, president of the Merchants 
Loan & Trust Company, is quoted as follows: 
“The money market promises to continue 
firm during the balance of the year. Not only 
is there a greatly increased demand for money 
for working capital, owing to the large volume 
of business at prevailing high prices of com- 
modities, but there is a steady demand for 
money for permanent financing and for foreign 
credits. Yet money rates are not relatively 
high. Manufacturers and omierchants have 
doubled their prices, but bankers have not 
doubled interest rates on time loans.” 





CHICAGO CONTINUES PROSPEROUS 


Chicago Stock Exchange 


The Chicago Stock Exchange has been ex- 
tremely active, resulting in a long run of near 
record-breaking days for that organization. 
The influence of price fluctuations on the New 
York Exchange has been particularly notice- 
able on security values. Local conditions 
have little or no effect on this action. 

The packing shares have been extremely 
active, declining at the time of the govern- 
ment’s investigation. At that time there was 
considerable uncertainty in the minds of 
traders over the position of the principal stocks 
due to the prospect of congressional legisla- 
tion tending toward the regulation of the 
industry. Packers have been the subjects of 
investigations for so long that their statements 
of small profits no longer over-balance those 
of high prices. The possibilities are that a 
review would show that large profits are made 
through their by-products that are not a part 
of the market for meat. 

Recently packing shares have been showing 
considerable strength under the leadership of 
Swift & Company which advanced 15 points 
due to the announcement of the segregation of 
its leather interests along the lines followed at 
the time of the segregation of Libby, McNeil 
& Libby and Swift International. 

The stock of the Continental Motors has 
been extremely active. It is generally believed 
that the Willys-Overland interests have been 


heavy purchasers of this security, due to the 
fact that the Willys-Overland Company has 
entered into a contract with the Continental 
Motors Company for a large number of small 
motors. 

The demand for the shares of the Stewart- 


Warner Corporation reflects the favorable 
position of the company. The shares recently 
reached a higher point ($119) than they have 
sold at since 1916, when they sold at $116 per 
share. For the first six months of the current 
year, after all taxes were taken out, the earn- 
ings of the company were $1,236,883, which 
is at an annual rate of 24.7 per cent. on the 
$10,000,000 capital stock. 

Contracts between the government and this 
company are being settled rapidly and it is 
expected that the entire matter will be cleared 
at once. The government contracts aggregate 
between $400,000 and $500,000 and their settle- 
ment means that much additional cash in the 
company’s treasury will come from it. It is 
hard to see how this company can avoid 
distribution of part of its surplus to stock- 
holders in the near future. 

The recent statement of the Hartmann Cor- 
poration gives an insight into the demand for 
household articles. Net profits for the six 
months ended June 30, 1919, after provisions 
for Federal taxes and other contingencies, 
have been $1,010,019, the equivalent of $8.40 
per share. This compares with net profits for 
the entire year of 1918 of $795,332. 

Union Carbide common continues as a specu- 
lative favorite due to the anticipation of in- 
creased dividends in the fall. 
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Investment Situation Excellent 


The investment market has been extremely 
active—new issues being absorbed in most 
cases within a day or two after their public 
offering. So great has the demand been that 
there actually have not been enough high 
grade bonds to supply the market, with the 
result that many loans have been floated which 
could not have been floated several months ago. 
This does not mean that the companies whose 
bonds have been sold are unsound—simply that 
greater freedom is shown in accepting these 
obligations than was the case in previous 
markets. 


In the reach for high investment returns, 
preferred stocks have been in great favor, 
especially those surrounded by special modern 
safeguards. Municipal bonds are enjoying 
even more popularity than they have had in the 
past five months. Every indication points to 
an increasingly active market for securities, 
particularly those of industrial companies. 


The rate on industrials runs from 6 to 7 
per cent., municipals 4% to 5 per cent., public 
utilities 6 to 7 per cent. and as high as 8 per 
cent. 


New Organizations 


It becomes quite certain that the Corn Ex- 
change National Bank is to be affiliated with 
the North American Trust Company. The 
capital stock of the new bank will remain at 
$10,000,000, the shares to be divided equally 
between the stockholders of the Corn Ex- 
change, the Illinois Trust and the Merchants 
Loan. These three banks go into the combina- 
tion with capitalizations of $5,000,000 each. It 
is planned that the Corn Exchange stock will 
be placed in a trusteeship, and for each share 
surrendered there will be issued two-thirds 
of a share of North American Trust stock. 
Predictions are that North American stock 
will be placed on a 30 per cent. basis, which is 
equivalent to 20 per cent on the $15,000,000 
of stock actually involved in the transaction. 


Approval of the union of the Corn Exchange 
National Bank with the Illinois Trust and 
Savings Bank and the Merchants Loan and 
Trust Company in the new North American 
Trust Company is asked in a formal letter 
sent to stockholders. The letter is signed by 
the full directorate, representing a heavy 
majority of the bank’s stock. 


The Great Lakes Trust Company opened for 
business July 22, 1919. The first day’s busi- 
ness closed with deposits of $3.023,647. The 
first account was opened by Mr. J. Ogden 
Armour, president of Armour & Company. 
The stock of the new bank was heavily over- 
subscribed by 1,228 stockholders and is now 
quoted at a handsome premium. Application 
for membership in the Federal Reserve system 
has been accepted and the bank qualified by 
taking up its stock. This is the first state bank 
in the United States to be granted membership 
in the Federal Reserve system at the time 6f 
its organization. 





Financial News and Comment 


Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investment commitments should 
not be made without further corroboration.—Editor. 





RAILROADS 





Altoona & Northern in Receivership 

Judge Orr, in the U. S. District Court of 
Pittsburgh, acting on the suit of the Blair- 
Cambria Railways Corp. of N. Y. City, has 
appointed J. B. Denny, of Johnstown, and 
W. Frank Vaughn, of Altoona, receivers for 
the Blair-Cambria Co. and Altoona & 
Northern R. R. 

The coal company was the owner of the 
railroad company, better known as_ the 
“Wopsononock,” a short line running from 
Altoona to the coal fields north of the city. 


Chesapeake & Ohio Income 

Company reports for the year ended De- 
cember 31, 1918, net income, after ordinary 
charges and taxes, of $4,934,069, equivalent 
to $7.85 a share on the $62,792,600 common 
stock, compared with $11.25 a share in 1917. 

The Federal income account shows net 
income of $17,218,677, compared with the 
Federal compensation of $13,226,983, or a 
profit of $3,991,694 for the Government. If 
the company had received the actual net in- 
come of the road, its earnings on the stock 
would have been $8,925,763, equal to $14.21 
a share. 


Chicago & Northwestern Traffic 
Company’s removal of embargoes against 
shipments of live stock is a big improve- 
ment and should mean increased arrivals. 


Chicago & W. I. Notes Extended 
Railroad Administration has granted per- 
mission to the company to extend its 6% 
notes, due Sept. 1, one year, with the inter- 
est rate increased to 7%. 


Rock Island Extension 

According to Gen. Mgr. Beacom the Rock 
Island will extend the Lawton to Chatta- 
nooga branch to Grandfield, thus connect- 
ing with Wichita Falls and Burkburnett 
over the Wichita Falls & Northwestern, 
which the Rock Island is using under lease. 
If there is no slip, the road will be ordered 
built in 10 days and construction will com- 
mence at once. This will give Lawton di- 
rect connection with the oil fields of Burk- 
burnett and North Texas. 


Florida, Ala. & Gulf Signs Contract 

The Railroad Administration has signed 
short line co-operative contracts with the 
Florida, Alabama & Gulf R. R. Co.; Carroll- 
ton & Northville R. R., and the Washington 
& Choctaw Ry. Co. 


Ga. Coast & Piedmont to Be Sold 

The U. S. Court at Savannah, Ga., has 
issued a new decree and order of sale in 
the case of this company. It is now pro- 
posed to sell the road in two parts, viz., from 
Brunswick to Ludowici, 57 miles, and from 
Ludowici to Collins, 41% miles, approxi- 
mately, although it may be sold in its en- 
tirety if desired. Operation can be aban- 
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FINANCIAL NEWS AND COMMENT 


doned if the purchaser should so wish and 
the tracks could be taken up and sold, the 
equipment being similarly disposed of. It 
was further stated that the date of sale was 
yet to be fixed. 
N. Y., N. H. & H. Resumes Service 

forty-eight passenger trains were re- 
stored by the road, which, with those al- 
ready returned, give almost normal service, 
especially in every direction out of New 
York. Full passenger train schedules and 
Pullman equipment are promised shortly. 

The freight embargo has been modified 
to permit acceptance and transportation of 
ice and milk and foodstuffs for human con- 
sl ption. 

N. Y. Central to Retire Notes 

Company’s $15,000,000 2-year 5% collat- 
eral notes, due Sept. 15, 1919, will be re- 
tired on that date. . 


Reading Coal Shipments 
Bituminous shipments over the road for 
June, 1919, were 1,538,397 tons, comparing 
with 2,140,440 tons in June, 1918 


Union Pacific Earnings 
\f the three Pacific roads traversing the 
central or southern routes, Union Pacific con- 
tinues to make the best operating showing. 
In the year ended June 30, 1919, Southern Pa- 
a 
re 


c did better than Atchison, but not so well, 
latively, in the first six months of 1919. 
Following table shows federal rental and 
net railway operating income for the year end- 
ed June 30: 
Year to 
June 30, 1919. 
$36,167,268 
Southern Pacific - 51,579,453 
Union Pacific 50,727,573 
Had the roads been operated for their own 
accounts in the year ended June 30, their op- 
erating showing would compare with actual 
earnings under government compensation : 
Under Under. 
rental. operation. 
Atchison ; $8.14 
Southern ' 12.53 
Uni 18.41 


Road. Rental. 
\tchison 





INDUSTRIALS 





Amer. Bosch Magneto Earnings 

A change is said to have taken place in 
he company’s affairs, and orders are now said 
o be far behind. It is reported current earn- 
ngs are at the rate of $20 a year, and that 
for the full year, including the lean period of 
the first quarter, earnings will be $15 a year for 
the 60,000 common shares outstanding. 


Amer. Brake Shoe Sells Plant 


Announcement has been made of the sale of 
he entire holdings of the company in Erie to 


Investment Sense 


Partial Payment Plan 
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Is your income insured? 

Are you putting the saveable portion 
of your salary into income bearing 
stocks and bonds? 

You cannot afford to speculate—but 
you can and should guarantee an in- 
come against old age and loss of 
earning power. 
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Low dollar value—coupled with the 
competition of new high-grade secur- 
ities—is repressing the investment 
market to low levels. 

The reflective investor knows that 
money judiciously invested at this 
time will bring returns commensurate 
with the future of American business. 
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Small First Payment gives the in- 
vestor the benefits of immediate 
ownership—you receive dividends and 
interest from the first; you can take 
advantage of market rise by selling 
at 5 minutes’ notice by telephcne or 
telegraph. 

No speculative issues sold under the 
plan—only high-grade securities. 

Send for booklet 3P. 
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the Government. The consideration is $495,835. 

Under the terms, the Government obtains 
possession of three parcels of land near the 
city limits with all the buildings, plants, ma- 
chinery and personal equipment of the com- 
pany. 

The plant is to be used as a Government 
arsenal, 


Amer. Locomotive’s New Director 


The election of President Woodin, of Amer- 
ican Car & Founczy to the directorate of 
American Locomotive is an event which may 
be of unusual significance in the equipment 
world. Mr. Woodin is one of the best execu- 
tives in this industry, witness of which is the 
great strides forward made by Foundry since 
he has been at its head. 

Company intends to make improvements to 
the Seaboard plant on the Delaware River 
front in this city that will cost $1,000,000. A 
large force of men already is at work excavat- 
ing for one of the buildings. 


Amer. Steel & Wire Resumes Work 

A three weeks’ strike of 250 railroad em- 
ployes at Cleveland has been ended by vote 
of the men, permitting resumption of opera- 
tion of Newburgh plant of the American Steel 
& Wire Co., where 4,500 men had been idle 
due to carrier tie-up. 
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Amer. Steel Foundries Earnings 

In the first six months of 1919 the company 
reported net profits of $2,005,776. First quar- 
ter profits were $1,308,806, so that profits in 
the second quarter must have been $696,970, a 
shrinkage of $611,836. 

Net available for dividends in the first 
quarter was equal to $2.54 a share, compared 
with $1.36 in the second quarter, on 515,520 
shares of common stock. 


Bethlehem Shipbuilding Strike 

Seven thousand ship workers employed at 
the plant of the corporation at Sparrows Point 
have gone on strike, in sympathy with the 
striking employes of the company’s railroad. 
Work has halted on all the ways at the yards. 
Nine ships are in course of construction there. 
The strikers demand the discharge of all non- 
union employes. 


Carnegie Steel Operations 
Company is operating 46 of its 59 blast furn- 
aces, 97% of its ingot capacity and 80% to 95% 
of finishing capacity. 


Chandler Motor Production 


With an output to date over 75% of the 1918 
production of 9,100 cars, the company is mak- 
ing the biggest year in its history. In the first 
six months. total shipments were normal—6,600 
cars—but since July 1, 3,000 acres have left the 
Cleveland factory, which means an annual pro- 
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duction rate of 25,000 cars. The 20,000 mark 
for the full year ought to be reached easily, 

Officials of the company are planning for 
plant expansion to permit of an output of 
50,000 cars. The new building in which trac- 
tors were turned out for the Government dur- 
ing the war will be expanded and an extension 
to the assembling building made. The entire 
program involves an expenditure of $600,000 

The company will probably earn $4,000,000 
this year or $60 a share on the stock. 


Cuban-American Sugar Earnings 


Company is earning more than $50 a share 
on its $10,000,000 common stock, and officials 
look for this to be bettered. 


Colorado Fuel & Iron Income 

Company reports for the quarter ended June 
30, 1919, surplus, after charges, taxes, sinking 
fund, etc., $627,154, equivalent, after pref. 
dividends, to $1.71 a share on the $34,235,500 
common stock, compared with $1.05 a share, 
for the quarter ended March 31. In the corres- 
ponding quarter of 1918, the company’s surplus 
was equivalent to $4.85 a share on the com- 
mon stock. 


duPont Securities Deal Off 


The proposed reorganization of duPont in- 
terests through formation of the duPont Se- 
curities Co. and exchange of its shares for 
common stock of E. I. duPont deNemours & 
Co. will not be carried through at this time 
as result of failure of the Internal Revenue 
Department to define clearly whether stock re- 
ceived under the exchange will constitute tax- 
able income. In a letter to stockholders the 
old company asks those who had already ex- 
changed their stock to deposit the Securities 
Co. stock with the Mercantile Trust Co. for 
re-exchange promptly so the dividend payable 
to holders of record Aug. 30, may be dis- 
tributed. 


Famous Players-Lasky Stock Sold 


Dominick & Dominick and Hallgarten & Co. 
announce that $25,000 shares of the company 
stock, offered to holders, have all been sub- 
scribed for. 


Inter. Nickel Balance Sheet 


The balance sheet of the company as of June 
30, 1919, compares: 

Assets—Property, 1919, $49,186,170, 1918, 
$48,457,891; investments, $989,963, $2,468,452; 
inventories, $8,896,101, $7,384,507; accounts 
received, $846,552, $2,991,636; loans, $15,000, 
$15,000; certificates of deposit, none, $2,030,000 ; 
Cash, $1,849,203, $3,999,755; total, $61,782,989 
$67,347,241. 

Liabilities—Preferred stock, 1919, $8,912,600, 
1918, $8,912,600; common stock, $41,834,600, 
$41,834,600; accounts payable and tax reserve. 
$2,387,370, $6,573,451; preferred dividend pay- 
able Aug. 1, $133,689, $133,689; accident and 
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insurance fund, $293,235, $256,463 ; surplus, $8,- 
221,495, $9,636,438 ; 
241. 


total, $61,782,989, $67,347,- 


Kelly-Springfield Contracts 

Announcement has been made in behalf of 
the company that it has closed contracts with 
four large automobile manufacturing com- 
panies which will amount to between $10,000,- 
000 and $15,000,000 annually in increased 
revenues. With the Cumberland, Md., plant 
nearly completed, the capacity of the company 
will be enlarged to meet this new demand. 


Ligget & Myers Sued for Duties 

Company, a New Jersey corporation, was 
sued in the Federal Court at Trenton by the 
Government for $2,338 returned to the com- 
pany as a refund on duties paid on importa- 
tions of 6,750 pounds of tobacco. 

Among other things, the Government al- 
leges this tobacco was not used as the company 
had represented it would be used. It is al- 
leged the company concealed jacts in relation 
to the use of the tobacco imported. 


Nat’l Conduit & Cable Income 

Company has issued the following income 
account for 6 months ended June 30, 1919, 
which shows a loss for the period of $643,290, 
compared with a loss of $394,468 for the same 
6 months of 1918: Net sales, $4,760,150; cost 
and expenses, $5,156,964; loss from operation, 
$396,814; other income, $62,066; loss before 
taxes, etc., $334,748; taxes, $27,214; interest, 
$154,338; depreciation, etc., $126,996; loss for 
period, $643,296. 


Punta Alegre Sugar Earnings 

At a meeting of the directors of the com- 
pany, net earnings were reported for the year 
ended May 31, subject to minor adjustments, 
f $1,533,000. This is after deducting de- 
preciation, bond interest and all taxes, and is 
equal to $20 per share on the stock outstand- 
ing May 31, 1919. 

Owing to the fact that, because of shipping 
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Sloss-Sheffield Steel Operations 


Although operating its blast furnaces at net 
over 50% of capacity, the company is earn- 
ing current dividends. Pig iron demand is 
steadily increasing and prices strengthening 
Increased output, therefore, means a cor- 
responding effect on net. The corporation 
is nearing completion of its by-product coke 
ovens. With these units in operation fur- 
ther economies will be effected. Represen- 
tatives of Sloss report that the labor situa- 
tion is without any especially threatening 
aspects, and adequate for current needs, and 
expanded output. 


Stromberg Carburetor Income 

The general profit and loss statement of 
the company for three months ended June 
30, 1919, shows: Earnings, 2d quarter, $201,- 
010; Ist quarter, $157,146. Other income, 
2d quarter, $2,282; lst quarter, $1,515. Total 
income, 2d quarter, $203,292; Ist quarter, 
$158,661. Expenses, 2d quarter, $54,539; Ist 
quarter, $46,959. Taxes, 2d quarter, $25,000; 
Ist quarter, $50,000. Dividends, 2d quarter, 
$50,000; 1st quarter, $50,000. Surplus for 
2d quarter, $73,754; 1st quarter, $11,702. 


Swift Employees Buy Stock 


Over 20,000 employees of the company are 
vested with part ownership in the packing 





liowe Sound plant, one of the Whalen group of 
three miils. 


Forging Ahead! 


Recent financing of 


WHALEN PULP & PAPER MILLS 


enabled the Company to complete the development of 
its three valuable timber limits on the Pacific Coast. 
Investors in the 7% 15-year Mortgage Bebentase Stock, 
a carrying a bonus of 50% in Common Stock, are assured 
: ot: 

Scripps-Booth New Factory (a) A continuous 7% interest yield; 

A $1,500,000 auto factory, to cover several (b) Returs of, their principal in 1932, which is 
acres at Oakland, will be constructed by this ee ee amie 
recently organized company, construction to (c) A share in the surplus profits by reason of 
commence next March. the 50% Common Stock bonus allowed. 

The new concern will be managed by Oak- Interest and Principal payable in New York 
: ; . Chi 
land automobile men, headed by R. C. (Cliff) Price 100 and interest 
Durant, of the Chevrolet Motor Co., and Nor- In our opinion, the above provides a safe and profit- 


man de Vaux, president of the Chevrolet Mo- ble investment. e- 
tor Co. of California. Circular fully describing gladly sent upon request. 


Thecompany wes expeaieed Oe mene ope (raha, Sanson &: (0 (° 


and is composed of several officials of the 
Chevrolet Motor Co. of California as minority INVESTMENT BANKERS 
Members Toronto Stock Exchange 
Toronto, Canada 


conditions, 30% of the crop still remains in 
Cuba, on which the company will not realize 
until delivered later in the year, dividend ac- 
tion was postponed until Sept. 1 


stockholders, with Cliff Durant as the leading 
interest. 
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concern, according to announcement of the 
results of the profit-sharing plan recently 
offered. 

So great was the employees’ demand for 
shares that the company set aside sufficient 
stock to take care of such employees as are 
in the army and navy and who will be back in 
the next few months. 

Stock which has been turned into the treas- 
ury some time ago afforded the company op- 
portunity to offer shares to employees at par. 


Swift Quits Leather Business 

Company announces disposal of all inter- 
est in tanning and leather. For this pur- 
pose National Leather Co. has been incor- 
porated with capital of $30,000,000, in shares 
of $10 par value. The segregation will be 
accomplished by offering leather shares to 
stockholders of Swift & Co., each share- 
holder having a right to buy for cash two 
shares of National Leather Co. at par for 
each share of Swift & Co. owned of record 
September 10. 


Tennessee Copper Buys Site 
Corporation has purchased a large tract 
from the Central of Georgia at Atlanta for 
erection of an acid phosphate plant. Active 
work on this plant will be started shortly. 


United Drug Earnings 
Report of the company for the six months 
ended June 30, 1919, shows surplus, after 
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NEW ISSUE - 
$275,000 
51% 7% 


Guaranteed First Mortgage 
‘ Certificates 


SERIAL MATURITIES TO APRIL 1, 1924 
Any amount from $100 upward. 

Legal investment for Trustees, Executors, Admini. 
strators and Guardians. Free from Personal Property 
Tax in New York State. 

Secured by prior interest in first mortgage of 


$300,000 on the land and new nine story and 
basement high class fireproof apartment house. 


120 WEST 70TH STREET 
(Near Broadway) 
BOROUGH OF MANHATTAN, NEW YORK CITY. 
Appraised valuation, $460,000 Annual rental, $62,000 


Guaranteed as to Principal and Interest by 
the New York Title and Mortgage Company. 


Write for Circular 101. 


New York Title and Mortgage Company 
Capital and Surplus $4,000,000. 


135 B’way, Manhattan 203 Montague St., Brooklyn 
Telephone Cortlandt 6880 Telephone Main 7100 
American Trust Company, Depositary 
185 Broadway, New York City. 
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charges and taxes of $2,543,646, equivalent 
after first and second preferred dividends to 
$9.90 a share on the $20,050,000 common 
stock, compared with $7.38 a share in the 
same period of 1918. 

The consolidated income account for the 
six months’ period compares: 

Net sales, 1919, $27,895,970; 
1918, $22,383,425; gross profit, 

840,679; net merchandising profit, 


net sales, 
$9,804,485 ; 
$2,944, 


$7, 
795 ; $2,376,783 ; depreciation, taxes, etc., $401,- 
surplus for six months, $2,543,- 


148 ; $337,952 ; 
; 830, 
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United Fruit Calls in Bonds 

Company has authorized its bankers to 
pay 102% for all the outstanding Nipe Bay 
first mortgage 5 per cent bonds and will on 
October 1, formally call for redemption on 
November 1, at the same figure all of the 
issue then outstanding. 

The net result of the offer to purchase 
subsidiary bonds will be that before the end 
of the year the company will be free and 
clear of all indebtedness with the $50,300,000 
capital stock in full and complete owner: 
ship of the immense fruit, sugar and trans 
portation business. 


° U. S. Rubber Earnings 

For the six months ended June 30, 1919, 
U. S. Rubber reported net earnings after al! 
charges, depreciation and taxes of $10,815, 
750. This is equal to $23 a share on the 
common stock after allowance for preferred 
dividends. If this is maintained through 
the year the company will show $46 a share 
on the common compared with $30.80 « 
share in 1918. 


U. S. Steel Operations 

Mills of the corporation in Sharon and 
Farrell are working at 100 per cent capacity 
and the outlook for steady operating is 
bright. The output of the Carnegie Farrel! 
works has been considerably increased by 
the starting of No. 3 blast furnace, idle for 
several months. The stack was enlarged 
and is now making 500 tons of iron dail) 
The sheet and tinplate mills are working 
at top speed; demand for the products is 
better than for months. The steel and wir: 
plant is also running full. 


Willys-Overland Production 

The company is turning out 300 ears @ 
day, whereas in June things were at a stand 
still. The new Model Four, which it is now 
understood will be priced at $845, is begin 
ning to come through in volume and the 
new Willys-Knight four will soon be on th« 
market in large quantities. 

These two designs will be the sole models 
produced hereafter by the company. As 
there is a market for every car that can be 
produced, this concentration of manufac 
ture will make for the utmost manufactur 
ing efficiency. 
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White Motor Construction 


Company will build addition to auto- 
mobile plant in Cleveland, to cost $600,000. 





PUBLIC UTILITIES 


Boston Elevated’s Deficit 

Operating results of the company for June 
were the poorest of any month this year. The 
deficit of $535,000, an increase of $211,000 over 
May, was due partly to an unusual heavy 
utlay for maintenance and construction. 

Monthly deficits of the company in 1919 
show: January, $219,269; February, $285,124; 
March, 224,921; April, $316,392; May, $324,- 
002; June, $535,336; total, $1,905,044. 

The July report to be published shortly will 

of interest, because of operation of the ten 
cent fare. 





Brooklyn Union Gas Strike 

Five hundred employes of the company’s 
meter shop have gone on strike. The men 
emand the abolition of the grading system, 
nder which they get from $3 to $4.40 a day 
ind want a flat rate of from $4 to $6 a day 
ibstituted. The men are not affiliated with 
any labor union. Officials of the company do 
not believe any interruption to service will 
result, 


Cincinnati Traction’s New Wages 

A new contract retroactive to, June 30 has 
een signed by the company and the union 
employes. Under the contract, motormen and 
conductors will receive a maximum of 50 cents 
in hour (2 cents increase). The contract 
provides for increases in all divisions and 
will increase operating expenses by $125,000 
to $130,000 annually. 


Cleveland Ry. “Riot Insurance” 

Company has taken out an insurance policy, 
aid to be the largest ever written, for $10,- 
110,000, against “riot and civil commotion.” 
The premium was $37,110. 

Insurance agents stated that “riot and civil 
ommotion” policies are being sought by large 
ndustries, a. number having been taken out 
recently. 


Continental Gas & Electric Earnings 

The income statement for the year ended 
June 30, 1919, compares: 

Gross earnings, 1919, $1,519,054; 1918, $1,- 
393,046; operating expenses and taxes, $1,- 
151,195; $1,039,287; miscellaneous interest, 
$32,910, $32,910; bond interest, $118,835, 
$118,835; surplus, $216,113, $202,013. 


Detroit United Ry. New Fares 
Increased rates on the Detroit United Rail- 
way Lines and many other electric roads out 
»f Detroit controlled by that company have 
become effective, no complaints against the 
schedules having been filed with the public 
utilities commission. 
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On the D. U. R. lines the new rates are 
based on two cents a mile, plus the Detroit 
city fare. 

On other systems in the state having filed 
schedules under the new law permitting com- 
panies that earned less than $8,000 a mile 
gross during 1918, to charge two and a half 
cents a mile, that rate becomes effective. 


Eastern Mass. Street Ry. May Strike 

The Bay State trolley system is again con- 
fronted with the possibility of disruption of 
service through a strike of its carmen. A few 
weeks ago the system was partly tied up by 
a strike of some of the men against the use 
of the Rooke hand register. That strike was 
repudiated by the head of the carmen’s union 
and fizzled out. The newest threat arises from 
the recent wage award of the War Labor 
Board, which is not satisfactory to the men, 
hence will not be accepted. 


Indianapolis Ry. Asks Transfer Charge 

Company has filed a petition with the Pub- 
lic Service Commission of Indiana, asking for 
the right to charge 1 cent for a transfer. This 
increase is asked in order to meet the increase 
of $125,000 annually in expenses due to the 
voluntary wage increase of 3 cents an hour 
granted the motormen and conductors, effect- 
ive on July 15. The new schedule ranges 
from 37 to 42 cents an hour, and replaces the 
— of 34 to 39 cents an hour, established 
ast fall. 
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Interborough Strike Ended 


The strike of the Interborough Brotherhood, 
which completely tied up the elevated and sub- 
way lines of the company for 43 hours, was 
brought to an end by a meeting called by P. S. 
Commissioner Nixon. 

The Interborough officials were induced to 
grant a 25% increase of wages from August 1, 
with arbitration of ail other issues, including 
the difference between 25% increase granted 
and the 50% demanded. 


Ohio Electric Railway Strike 


Service over every division of the company 
operating through Ohio and Western Indiana 
came to a halt when 500 trainmen went on 
strike demanding an increase in wages. Ac- 
cording to an announcement at the superin- 
tendent’s office, the company will not endeavor 
to run cars pending a settlement. 

The strike stopped city street car service in 
several Ohio cities, including Zanesville, New- 
ark and Lima. 


Pacific Gas and Electric Earnings 


Company reports gross earnings for 12 
months ended June 30, 1919, $24,603,406; ex- 
penses, $16,088,925; net earnings from opera- 
tion, $8,514,480; total net income, $9,063,487; 
surplus after bond interest, $3,714,972; surplus 
unappropriated after deductions of dividends, 


$1,183,373. 


Pacific Power and Light Valuation 


The Washington P. S. Commission has ren- 
dered a decision fixing the reasonable valua- 
tion of the company’s properties, serving Ya- 
kima, Walla Walla, Goldendale and White 
Salmon, the company’s division known as the 
“Eastern Washington Section,” at $6,207,532. 
It is on the basis of the valuation of this sec- 
tion that the Commission has taken under con- 
sideration the application for an increase of 
rates. 


Pittsburg Rys. Co. Sues Strikers 


Receivers for the company in Federal Court 
have brought an action against members of 
the Association of Electric Employes, now on 
strike. The receivers claim the employes vio- 
lated their contract in striking and caused a 
loss of $50,000 or more daily to the company. 

W. D. Mahon, international president of the 
association has urged the men to return to 
work and fulfill their contract. 


St. Louis & Suburban Ry. Strike 
Motormen and conductors of the company 
and subsidiary lines have gone on strike, tyin 
up street car service in 13 nearby cities an 
towns. 


Standard Gas to Pay Back Dividends 


Directors of the company have passed a 
resolution to liquidate the 13% accumulated 
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dividends on the preferred stock by issuing 
common stock at par to stockholders. 

Last May directors of the company ap- 
pointed a committee to formulate a plan for 
liquidation of accumulated preferred stock 
dividends. 


Washington Ry. Merger 

The transportation committee of the Boar: 
of Trade has unanimously adopted the report 
of a sub-committee whereby the street railway 
companies of Washington should be merged 
into one system “in order to furnish better 
service to the residents.” 

The report gives eight advantages of the 
merger, the principal ones being the reduc- 
tion of overhead charges and the making avail- 
able of desirable securities and needed bond 
issues for additions and betterments. 


W. Va. Traction Protective Committee 


The protective committee representing two- 
year 6% bond secured gold notes deposited 
with the New York Trust Company, 26 Broad 
street, New York, depositary under agreement 
of April 5 consists of G. H. Walbridge, New 
York; R. U. Lansing, Chicago; A. V. Morton, 
Philadelphia; J. O. Sheldon, Gouverneur, 
N. Y.; J. A. Van Mater, New York, with B 
G. Curts as secretary, 26 Broad street, and 
Shattauck, Glenn, Huse & Ganter, Counsel, 26 
Exchange Place, New York. 

Default in the payment of the principal of 
this issue of $1,800,000 notes occurred May 1, 
1919, but the interest then due was paid as 
usual. 





OIL NOTES 





Associated Oil Option 

Company has paid $5,000 for an option with 
the view of purchasing a parcel of land from 
the Eight Oil Co. in the Buena Vista hills, 
near Fellows. The land is proved gusher ter- 
ritory, as several big producers have been 
brought in on adjoining property in the past 

It is said the Associated will pay $180,000 for 
the property should the purchase be made 
under the provisions of the option. The $180, 
000 valuation of the north half of the territory 
is equivalent to $1,125 an acre. 


Commonwealth Pet. Buys Columbia Oil 

The deal for the purchase by the corporation 
of the Columbia Oil Co. is reported to have 
been practically completed and the necessary 
papers in the transfer are being prepared. 

The Columbia Oil Co. was organized in 
1900. It owns 1,054 acres in fee, 3,608 acres 
of mineral rights and leases, 198 acres in the 
Brea Canyon, Puente Hills and Olinda dis- 
tricts of the Fullerton field. It has 110 wells 
pumping, and monthly production is from 835,- 
000 to 100,000 barrels of oil. 
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Guffey-Gillespie’s New Wells 


Company has announced that its No. 4 and 5 
wells ia Kanawha county, West Virginia, after 
light shots responded by producing 480 barrels 
and 560 barrels, respectively, in 24 hours. This 
oil the company sells at $4.50 a barrel. 


Island Oil Operation 
Vice-Pres. Lasher, of the corporation, an- 
nounced several new contracts have been closed 
vhich with existing contracts will take the 
full pipe line capacity of the company up to 
Mar. 1, 1920. 


Kay County Gas Co. Financing 

Company, the gas producing and distributing 

nd oil pipe line subsidiary of the Marland 
Refining Co., has completed its new financing, 
whereby the outstanding stock is increased 
from $1,000,000 to $5,000,000. 

The money will be used in developing the 
company’s 350,000 acres of gas leases in Osage 
County, the building of gas and oil pipe lines, 

nd the development of several thousand acres 
of oil leases held jointly with the Marland 
Refining Co. in Osage County. 


Midwest Ref. Adds to Capacity 
A prominent interest in the company just 
returned from the Wyoming oil fields, says 
that conditions are favorable, especially in con- 


nection with the Midwest Refining Co. The 
capacity of the company’s refineries is being 
enlarged, and will amount to 65,000 barrels 
of crude a day when extensions now under 
way are completed. 


Producers and Refiners New Well 


Corporation’s No. 2 well in the Ferris field, 
Wyoming, is making 500 barrels a day, with 
the well 15 feet in the sand. The crude oil 
is 41.7 gravity and is specially high in gaso- 
line content. 

Following the bringing in of the well, a 
contract was made with the Midwest Refin- 
ing Co, to erect storage and construct a pipe 
line from the fields. The company has three 
other wells drilling in this field where its 
holdings total 10,000 acres. 


Shaffer Well Doubles Production 


Well No. 5 of the company in the Beggs, 
Oklahoma, district, is now producing oil at 
he rate of 2000 barrels a day. When brought 

‘in Aug. 14, the daily production was 1,000 
barrels from a penetration of 10 feet in the 
top sand. Production was doubled by drilling 
4 feet further. 


Shell Co. of California Starts New Wells 


Company has started two new wells in the 
(oalinga field. 

The Pan-American Petroleum Co. is doing 
some development work. Two new wells 
have been started by the company in the past 
few days, one in the Simi field and the othe: 
on the Soladino property in the Casmalia field. 
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Southern Oil Bonds Offered 


R. E. Wilsey & Co., Chicago, are offering 
$1,000,000 6% serial first mortgage convertible 
bonds of the company, dated July 1, 1919, and 
due serially from July 1, 1920, to July 1, 1925, 
at from 99.28 to 92.85 and interest, yielding 
from 6.75 to 7.50%. Earnings are said to be 
7 times interest charges. 


S. O. of N. J. Pfd. Issue Approved 


Stockholders of the company at a special 
meeting, voted to create an issue of $100,000,- 
000 7% non-voting preferred stock, of which 
$98,338,300 will be offered to holders of the 
stock of record August 15, share for 
share. 


Texas Co. New Desdemona Well 
It is stated that at Desdemona the com- 
pany’s No. 4 Prator & Grice is making 2,000 
barrels and the Texas-Oklahoma Drilling 
Co.’s No. 1 Carruth is making 1,500 barrels. 


Texas-Pacific Coal & Oil Well 


Among the wells completed at Ranger re- 
cently is the company’s No. 2 on the Nor- 
wood tract, making 4,000 barrels. 


Tex-Penn Surplus 


Company and associated interests show a 
surplus on June 30, 1919, of $601,923. 
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Transcontinental Oil Balance Sheet 


The balance sheet of the company, as of 
Aug. 1, 1919, shows: 

Assets—Acreage, leaseholds (United States 
and South America), refinery, plants, pipe 
lines, tank cars, distributing stations, etc., 
$187,290,000 ; cash, $9,085,729; prepaid ac- 
counts, $3,425; inventory, $150,266; crude and 
refined oil, $73,342; accounts receivable, $11,- 
530; notes receivable, $378,772; total, $196,- 
993,064. Liabilities—Capital stock (2,000,000 
shares), $196,615,917; accounts payable, $69,- 
964; notes payable, $224,479; accrued ac- 
counts, $82,704; total, $196,993,064. 





MINING NOTES 





Anaconda Outlook 


Prospects of the company getting back to 
normal in a number of months are described 
by officials as “poor.” 

Low water, both for power and milling pur- 
poses, is one factor operating against an early 
return. to normal. Another is a scarcity of 
experienced miners and a third is a strike of 
the metal crafts, which may tie up some of 
the mines. 

The company employs 5,000 men in and 
about its Butte mines, is operating at 50% 
of normal, and the situation is about the 
same at Anaconda and Great Falls. 


Calumet & Arizona Dividend Increase 

Company has declared a quarterly dividend 
of $1 a share, payable Sept. 22, to stock of 
record Sept. 5. Three months ago 50 cents 
was paid. 


Calumet & Hecla Resumes Dividends 


The declaration of a dividend of $5 a sh 
by the Calumet & Hecla Mining Company, 
payable Sept. 20 to holders of record Aug. 25 
was interpreted in the financial district as a 
reflection of improvement throughout tl) 
copper industry. This is the first paymen: 
by Calumet & Hecla made since last D 
cember, when $15 a share was paid. 


Chino Copper Production 


Company produced in July, 1919, 3,626,354 

Ibs. copper, against 3,615,458 Ibs. in June. 
Davis-Daly Operations 

In his remarks to stockholders Treasure: 
Schirmer says in part: 

“Much underground development has been 
executed, opening up some exceilent ore bodies s 
which have added materially to our ore r: 
serves. 

“Shipments for the quarter amounted to 10 
700 tons, producing 1,859,747 pounds of coppe: 
and 72,784 ounces of silver. The average 
assay of the ore shipped for the period was 
8.98% copper.” 


Engels Copper Stock Increase 

At a meeting of the stockholders of the 
company an increase in the capital of from 
$2,000,000 to $5,000,000, par value shares oi 
$1, was authorized. It was decided to offer 
only $1,000,000 of this increased capital at t! 
present time. 

The proceeds of the sale will be used i 
development work on a large scale, a larg 
portion of it for the purpose of increasinz 
the capacity of the Superior mill at the Enge!s 
property to a capacity of 2,000 tons daily. 


Federal Mining Cuts Pfd. Dividend 


Company has declared a quarterly divi- 
dend of %% on the preferred stock, pay- 
able Sept. 15 to stock of record Aug. 25 
Last quarter it paid 1%, and preceding 
quarterquarter 134% on preferred. 


Goldfield Development Co. Reserves 


An official estimate by the management 
of the company places the visible ore re 
serve at 2,200,000 tons, including blocke: 
out deposits in the Combination, Red To 
Mohawk and north half of the Floren: 
mines. The whole tonnage is estimated t° 
have a minimum worth of $11,000,000 ' 
$15,000,000. 

Arrangements have also been perfecte 
for mining of the rich territory formin 
the continuation of the Hampton stop 
working in the Combination. 
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Magma Copper Strike 
Company has made an important strike at 


a depth of 2,170 feet, the ore running 11% 
copper and 4 ozs. of silver to the ton. 


Mohawk Production 


Production of the company for July, 1919, 
totaled 1,012,575 Ibs. copper, against 1,037,873 
lbs. for June. 


Ray Cons. July Output 
July, 1919, output of the company was 3,- 
865,000 Ibs. copper, against 3,890,000 Ibs. in 


june, 


Shattuck-Arizona Deficit 

For the three months ended June 30, 1919, 
e company reports deficit after expenses and 
depreciation of $93,010, as compared with a 
eficit of $163,988 in the preceding quarter, and 
irplus of $116,883 in the June, 1918, quarter. 

The income account for the quarter ended 
June 30 compares: Total income, 1919, $21,811; 
1918, $546,480. Expenses and depreciation, 
919, $114,821; 1918, $420,597. Deficit, 1919, 
$93,010; 1918, *$116,883. 

*Surplus. 


Silver King of Arizona Strikes Ore 


A telegram from John Fowle, vice-president 
ind general manager of the company, re- 
ceived at New York, reads: “Shaft 212 feet 
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deep. Struck another small vein high-grade 
ore today. Assays 116 ounces to the ton.” 


Tonopah-Belmont Profits 
Net profits of the company for July were 
$36,554, compared with $54,194 in June and 
in July, 1918. The low earnings in 
July of the current vear were due to the water 
shortage. This has since been corrected. 


Tonopah Divide Ore Values 
With a body of high-grade silver sulphide 
ore opened in the Divide Extension mine 
and $9,000,000 worth of ore in sight in the 
Tonopah Divide mine, the Divide district 
has entered upon an era of productivity. 


Tonopah Extension Extra Dividend 

Company has declared a regular quarterly 
dividend of 5 per cent, and an extra of 5 
per cent, both payable October 1, to stock 
of record September 10. 


Wolverine Copper Output 


Company produced 331,736 lbs. copper in 
July, 1919, against 335,613 Ibs. in June. 


U. S. Smelting Earnings 
In connection with recent firmness of the 
shares it has been learned June earnings of 
the company were in excess of $625,000 before 
taxes. This means after preferred dividend 
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earnings for common at the annual rate of 
$16.75 a share 


Utah Wage Increase 
Company has advanced the wages of its em- 
ployees at Bingham and Garfield, effective 
July 16. The increases range from 60 cents, 
70 cents and 75 cents per day, and bring the 
minimum wage paid up to $3.85 per day. 





UNLISTED INDUSTRIALS 





Aetna Explosives Assets 


Federal Judge Mayer has directed G. C. 
Holt and B. B. Odell, receivers of the company, 
to turn over to the company $1,500,000 in c 
and securities. The receivers are authorized to 
retain in their possession enough cash and se- 
curities and other current assets to assure pay- 
ment of all their liabilities and obligations, in- 
cluding those contained in a memorandum of 
agreement between J. & W. Seligman & Co 
and the company. 


Amer. Ship and Commerce Assets 


Chandler & Co., Inc., announce that in addi- 
tion to the 31,154 Cramp shares and voting 
trust certificates already acquired by the cor 
poration, there are 9,000 shares in process of 
exchange which will give them over 40,000) 
shares, or a two-third ,interest. The book 
value of this asset on December 31, 1918, exclu- 
sive of good will, was over $10,000,000. A 
recent appraisal of the Kerr Navigation Cor 
poration’s steamers by M. C. Furstenau, a con- 
sulting marine engineer of Philadelphia, gives 
them a cash valuation of $9,124,447. The 
American Ship & Commerce Corp. has $8,700, 
000 cash available for its own purposes, and 
for the expansion of the Kerr Navigation 
tonnage. 

When the Cramp exchange has been com 
pleted, American Ship & Commerce Corp. wil! 
have outstanding 510,000 shares of capital stock, 
no bonds, notes or preferred. 


Amer. Vanadium Co. Sold 
Charles M. Schwab and J. L. Replogle 
have purchased the company formerly con- 
trolled by Flannery interests of Pittsburgh 
Replogle will be president of company, name 
of which will probably be changed to Vana 
dium Co. of America. 


Barnet Leather Income 

Net sales and net profits of the company are 
as follows, except that the profits are stated 
without charging the salaries that have been 
paid to officers of the company. Federal taxes 
not deducted: 

Net sales, 1918, $6,207,735: 6 months, 1919, 
$3,040,429; Net profits, 1918, $1,046,830; 6 
months, 1919, $537,681. 


-Canada Iron & Foundries Financing 

Shareholders of the company will hold a 
special meeting August 29, to approve a 
scheme for the redemption of all outstanding 
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“A” and “B” debenture stock and to confirm 
a by-law recommended by the directors, de- 
creasing the common stock by cancelling 20,000 
unissued shares of par $10 each ; also to confirm 
a by-law increasing preference stock of com- 
pany by creation of 200,000 new preference 
shares, par $10 each, and the sanctioning of 
an issue of 20-year first debenture stock of 
aggregate par value of $1,000,000, bearing in- 
terest at 6% 


J. I. Case Plow Co. Incorporated 
The Corporation Trust Co. of New Jersey 
has filed a certificate of incorporation for this 
company under Delaware laws authorizing 
$5,000,000 first preferred and $5,000,000 second 
preferred and 125,000 shares of common with- 
out par value. The corporation is a reor- 
ganization of the J. I. Case Plow Co., and the 
Wallis Traction Co., both of Racine, Wis. 
This company is not in any way connected 
or affiliated with the J. I. Case Threshing 
Machine Co. 


Coca-Cola Co. Finally Sold 

Announcement has been made through the 
Guaranty Trust Company that the sale of the 
Coca-Cola Company of Atlanta to the Trust 
Company cf Georgia and associated financial 
interests is virtually completed. The deal 
is understood to involve approximately $25,000,- 
000 cash and stock in a new company which will 
take over the Coca-Cola corporation. The 
Trust Company of Georgia will form a syn- 
dicate to distribute stock in the new corpo- 
ration when the purchase of the concern is 
arranged. 


Excello Tire Expansion 
Company now has over 10,000 customers on 
its books. Sales jumped from $61,000 for the 
quarter ending December 31, 1916, to $690,732 
in 1918. In three years with an original work- 
ing. capital of less than $10,000, has developed 
a company doing a business of $1,000,000. 


Firestone Sales Increase 

Company is expected to show gross sales 
for the year ending October 31, 1919, of $90,- 
000,000, comparing with $75,801,000 for the 
1917-1918 year. 

Net profits after depreciation, but before 
Federal taxes, will probably be $10,000,000, 
which would equal $27 a share on the 350,000 
shares of common, after preferred dividends. 


Gillette Notes Called 
All of the outstanding 5-year 6% converti- 
ble notes of the company dated Sept. 1, 1917, 
have been called for payment Sept. 1, at 105 
and interest at the Old Colony Trust Co., 
Boston. 


Jordan Pfd. Issue Oversubscribed 
Press reports from Cleveland state 5,500 
shares of preferred stock offered bv a syndi- 
cate of bankers at par (100) with 20% bonus 
of common stock was heavily over-subscribed. 
This issue is to provide additional working 
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capital, which includes the erection of a new 
oe adjoining the present structure at Cleve- 
anc 

Secretary Zens is quoted as saying: “With 
the new plant in operation the output will be 
increased from 10 to 30 cars a day, thus bring- 
ing up this year’s production to 7,500 cars. 


Minneapolis Steamship Receivership 


Company controlled by C. W. Morse, has 
been placed in the hands of a receiver by Su- 
preme Court Justice Hotchkiss as the result 
of a suit by a stockholder, Luther Martin, for 
an accounting of the assets of the corporation. 
The suits are the result of the purchase of the 
lake steamship “Minneapolis,” which was 
brought around for use in the transatlantic 
and coastwise trade. It is alleged that Morse 
interested Martin and Otto C. Heinze in the 
purchase of stock in the company that was to 
operate the “Minneapolis.” 


Mullins Body Corp. Registrar 
The National Bank of Commerce has been 
appointed registrar for the common and pre- 
ferred stock of the corporation. The amount 
of stock outstanding is: Preferred stock, 
10,000 shares, par $100; common, 70,000 shares 


of no par value. 


Pittsburgh Steel Co. Strike 
A Pittsburgh banker wires the following: 
“The steel strike situation in the Pittsburgh 
district is well in hand. The company was 
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obliged to close one of its plants at Monessen, 
which is a radical hot-bed.” 


Procter & Gamble New Pfd. Issue 


The Guaranty Trust Co. and the National 
City Co. have underwritten an offering to 
capchhahders of $9,866,000 6% preferred stock 
of the company. Common holders of record 
August 30, will have the privilege of sub- 
scribing. 

The statement of the company for the year 
ended June 30, 1919, shows total earnings $193,- 
392,000, an increase of $16,500,000, and net 
earnings of $7,325,000, a decrease of '$2,394,000. 
Decrease in net due to heavy Federal Taxes. 


Rockaway Rolling Mills Corp. Formed 

The new company has recently completed 
the retirement of the preferred stock and bonds 
of the old company, and has purchased all of 
its common stock. 

The capitalization of the new company con- 
sists of 60,000 shares of no par value, with no 
preferred stock or bonds. Its plant is located 
at Rockaway, N. J., and consists of complet 
and modern iron rolling mills for the manu 
facture of rounds, flats and angles from scrap 
The mills are sold to night and day capacit 
far in advance. Net tangible assets as of Jun 


30, 1919, exclusive of good will, were ove: 
$500,000, the net quick assets equalling about 
000. . 


Among the directors of the new compan) 
are Howard F. Hansell, Jr.. and George D 
Lewis, of Frazier & Co., Philadelphia; C. ¢ 
Grover, president of the company; Morton, 
Lachenbruch, of Morton, Lachenbruch & Co. 
New York; Ward E. Pearson, of the Pearson 
Engineering Co., and J. Ernest Richards 
president of the George B. Newton Coal Co 
of Philadelphia. 


Standard Steel Car Strike 


Striking employes of the company at Butler, 
Pa., have rejected a proposition by the com- 
pany, and drew up a new set of demands. The 
company, drawn proposals, declared the “open 
shop” policy could not be changed, that certain 
conditions made it impossible to increase wages 
and that the company is willing to meet em- 
ployes individually and collectively concerning 
any grievances. 

The new set of demands formulated by the 
strikers include collective bargaining for wages 
and working conditions; reinstatement of all 
men active in union affairs; an 8-hour day, 
with double time for overtime and Sunday 
work, a wage increase, reimbursement of 
workers for losses on account of the strike. 


Stewart-Warner Profits 
Company reported profits for the second 
quarter of 1919 of $824,230, before Federal 
taxes, against $549,653 profits for the first 
quarter of 1919. 





MARKET STATISTICS 


N. Y. Times 
40 Bonds 


Dow, Jones Avgs. 
20 Inds. 
103.94 


20 Rails 
81.28 
81.46 
81.01 
80.16 
80.33 


78.89 

79.11 . 
78.60 82.44 79.49 
78.60 8154 79.62 
79.63 82.88 81.58 
80.05 83.40 82.60 





When writing acvertisers, please say, “I saw it in The Magasine of Wall Street.” 








STOCK MARKET AVERAGES 


§ 25 Railroads 
8 25 Industrials 
= Combined Av 
of 25R.RQZ5 Industrials 














AVERAGE PRICE OF 40 BONDS 


1915 1916 191 


25 Rails 

8 Industrials 

4 Street Railways 
2 Public samt 
| Municipal 




















, .5.GOVT. BOND AVERAGES | 





ts oudsemams 


e: Average of June & later months raised by inclusion of Victory bonds 














905 


To Aug. 22. 














IMPORTANT DIVIDEND ANNOUNCEMENTS 


To Obtain a Dividend Directly from a Company the Stock Must Be Transferred Into 


the Owner's Name Before the Date of the Closing of the Company's Books 


Paid to Paid to 

Amount Holders Ann. Amount Holders 
\ Declared asof Payable Rate. Nam Declared asof Payable 
Acme Tea, Ist p....14%% Aug. 20 Sept. 1 $3.50 Independ —— p.87%e 8 *Aug. 29 Aug. 31 
Amer Bank Note, p..75c *Sept.15 : $2 Independ Brewing, c.50c *Aug. 29 Sept.15 
— nest Sugar, c.2 eSent N : .... Keyst T & R, c ext..c15 %  *Sept. 2 Sept.is 

mer icle ept. . be 
* 5 . 7% Lake of Woods M, p.14%% *Aug. 20 Sept. 
Amer Cotton Oil, c Aug. 15 ‘ 12% Lake of Wocds M,c.3 % *Aug. 20 


o 
eed Favress Secur. oane my . 12% Liggett & Myers T,c.3 % * Aug. 15 
*Aug. 22 


Am Hide & Leath, p. *Sept.13 a $1.75 Manhat’n Shirt, c..hr43}4c 
Am Hide & L, p ext. Sept.13 ; 7% May Dept Stores, p..134% *Sept.15 
Amer Ice, p ext..... *Oct. 15 7 May Dept Stores, p..14% *Dec. 15 
Amer Linseed, p.. *Sept.15 q May Dept Stores, c..14%% Aug. 15 
Amer Locomotive, p. *Sept.13 x McKinley-Dar-Sav *Sept. 6 
Amer Locomotive, c. *Sept.13 . National Acme ...... *Aug. 15 
“Aug. 21 . National Biscuit, p.. 
Sept.22 . National Biscuit, c... 
Aug. 15 Nat’l Cloak & Suit, p 
Aug. 29 Nat'l Enam & St’p, p. 
*Sept. 2 National Lead, p.... 
*Sept. 2 National Lead, c.... 
*Sept. 2 National Sugar Refin.1 
*Aug. 15 New York Transit... .$4 
Niles-Bement-Pond, c.2 
North Amer Co 
Ogilvie Flour Mills, p.14% 
$4 Ohio Cities Gas, c...$1 
$2 Ontario Silver Min. .50c 
$3.50 Pittsburgh Brew, p..87%c 
$2 Pittsburgh Brew, c. .50c 
Pittsburgh Steel, p..14% 
Pittsburgh Steel ... 1% % 
Pitts & West Va, p..1 
Pressed Steel Car, c 


Quaker Oats, p 
Quaker Oats, c 


Reading Co., Ist p...50c 
Reo Motor 25c 


Savage Arms, Ist p.. 14% 
Savage Arms, 2nd p.. 
Savage Arms, 
Shattuck-Arizona 
Southern Pacific .... 
Southern Pipe Lines. $5 
So’west Penn Pi Li.. 
Standard Milling, p. ié% 
Standard Milling, c.2 
Stand Oil of Cal. 
Standard Oil of ind!3” 
Standard Oil of Kan.3 
Standard Oil of N J.5 
Standard Oil of N Y.4 
Standard Oil of O..$3 
Sept.15 Stromberg Carbu’tor.$1 
Sept.30 Studebaker Corp, p..'% 
Sept. 1 Studebaker Corp, c..! 


Sept.20.  _... Texas Co. 
Sept.15 ..+. Tob Prod’ts, ¢. es. e 
Dec. 31 ..-. Twin City R T 


Oct. 1 Underwood teas 
Oct. 1 Underwood Type, c 
Sept.11 Union Pacific, p..... 
Sept.11 > ee ee ag 
nion Tan ar. 
Sept.15 United Cig S$ of A. p. 
United Drug, 2nd p. 
. United Drug, c ext. 
United Dyew’d C’p, P. 
U S Ct Ir Pi& Fy, p. 


- Va Caro Chem, c ext. 
Va Ry & Fe, c..... 


White (J G) & Co, Pp. 
White Motor 
Woolworth (F. W), p 
Woolworth (F W),c 
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Amer Pow & Lt, c.. 
Am Radiator, 
Amer Smelt & Ref, p. 
Amer Smelt & Ref, c. 
Amer Sugar Refin, p. 
Amer Sugar Refin, c. 
Am Sugar Ref, c ext. 
Am Sumatra Tob, p.. 
Amer Tel & Cable... 
Amer Tobacco, c 
Am Wind Gl Co, p.. 
At, Gulf & WISS, p. 
Atlantic Refining .... 
Atlas Powder, c 


. Barrett Co, c ext.... 
Beth Steel, 8% p 
Beth Steel, 7% p 
Beth Steel, c A 

5% Beth Steel, 

% Bordens Cond Milk, p. 
Bordens Cond Milk, P. 
Brown Shoe, c.... 
Buckeye Pipe tin. 
Buff & Susq R R, c. 

- Buf & Sus R R, c ext. 


California Packing, p. 
California Packing, c. 
Canada S S Lines, p 
Canada S § ead 
Cana Car & Fdy, p 
Canadian Pacific, p.. 
Canadian Pacific, c.. 
Cerro de Pasco Cop.. 
Cinc, N O & T P, p.. 
Cities Service, p 
Cities Service, c..... 
Compania Swift Int.. 

2 Continental Oil $3 
Copper Range 

3 Crescent Pipe Line.. 
Crucible Steel, p 


Deere & P 
Del & Hudson...... 
Diamond Match .... 


.. East Butte Cop aia. ‘ 
% Eastman Kodak, p.. 
Eastman Kodak, bw 
Elk Horn Coal, 
Elk Horn, Coal, a 


Federal Min & Sm, p. 


General Asphalt, p.. 
General Chemical, c. 
General Cigar, p.... 
Soneret Electric ... 
aay Tire & Rub, c..3 
f States St, Ist p.1 
Gut States St, Ist p.1 
Gulf States St. 2nd p.4 
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*Sept.15 
*Aug. 22 
*Aug. 15 
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*Aug. 20 
*Aug. 30 
*Aug. 15 
*Aug. 15 
*Aug. 14 
*Aug. 13 


*Nov. 1 
*Oct. 1 


* Aug. 26 
*Sept.15 


*Aug. 31 Sept.15 
*Aug. 31 Sept.15 
*Aug. 31 Sept.15 
*Sept.30 Oct. 20 
*Aug. 30 Oct. 1 
*Aug. 15 Sept. 2 
*Sept.15 
* Aug. 20 
*Aug. 20 
*Aug. 15 
* Aug. 18 
*Aug. 30 
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Gulf States St, 2nd p. 


Harb-Walk Refrac, p.1% 

Harb-Walk Refrac, c.1% 

Hartman Cor 1% 
% Hart, Schaf & Mar,  & 
$4 Haskell Barker Car . 
$6 Homestake Mining.. “Soc 


rs 
x 


% 


~ 


2 Es Seed 


*—Stock of record on this ee books do not close. 
hr—Paid on new stock. par value $25. e—Payable 
in common stock. x—Declared payable in stock. 





